12943

¢ - WECHRMATION i ¢ Bl 1438

[ omey . ”H ‘M ’PM

9
REGORONTION 80,4, 00,

—

FFB 20 198
INTERSTATE COMMERGE COMMISSION

- o " “:,« """ /
FFB20 1961 -1 48 PM .05 /'»*‘"‘:;?t;»‘ ¥/

.......
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LETTER OF TRANSMITTAL

Secretary of the Interstate
Commerce Commission ;
Constitution and 12th Street, N.W. Wmmmmm%wdﬁ”
Washington, D.C. 20423
F ‘ﬁ[ﬁl‘ 201987 - -1 . 45 PM

Dear Sir:

INTERSTATE COMMERCE. CO Sl
Pursuant to Part 1116 of thé‘re ﬁ%éﬁt MMHIQMthe

Interstate Commerce Commission, 49 CFR Part 1116, I hereby

request that you record under 49 U.S.C. §11303 the follow1ng
documents:

s l.( Equlpment Lease dated as of June 13, 1980x
1%Eﬂ&& /| between The Connecticut Bank and Trust
A GATIH WD FIES 478 Company, not in its individual capacity ‘Mﬁ
BRLORGRTEE T e but solely as Trustee, and Grand Trunk——"
r €820 1 1981 -1 45 Bl \Western Railroad Companyhﬁf TY B e,

]

T L—

QpW“EMWQ. Fauipment Lease dated as of June 13, 1980
between The Connecticut Bank and Trust Company,
not in its individual capacity but solely

as Trustee, and Grand Trunk Western Railroad
Company

NWWWWWﬂWEM@MMﬁRKk

3. Security Agreement - Trust Deed Supplement
dated as of June 13, 1980 between The Connecticut
Bank and Trust Company, not in its individual
capacity but solely as Trustee, and Continental
Illinois National Bank and Trust Company of
Chicago not in its individual capacity but
solely as Security Trustee (Security Agreement-
Trust Deed filed and recorded on December 27,
1978 as Doc. No. 9%942); and

4. Security Agreement - Trust Deed Supplement
dated as of June 13, 1980 between The Connecticut
Bank and Trust Company, not in its individual
capacity but solely as Trustee, and First
Security Bank of Utah, N.A., not in its
individual capacity but solely as Security
Trustee (Security Agreement -~ Trust Deed
filed and recorded on October 5, 1978 as
Doc. No. 9737).
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The original and one counterpart of each of the above-listed
documents are enclosed herewith for filing purposes.

The parties to the subject transaction, and their
addresses, are as follows:

Lessee

Grand Trunk Western Railroad Company
131 West Lafayette Boulevard
Detroit, Michigan 48226

Attention: Secretary

Lessor

The Connecticut Bank and Trust Company
One Constitution Plaza

Hartford Connecticut 06115

Attention: Corporate Trust Department

The equipment covered by the aforesaid Leases and
Security Agreement Supplements are 100 covered hopper cars.
The A.A.R. mechanical designation of the equipment is "IO"
and the car numbers are GTW 138550 to 138649, both inclusive.

The original and all extra copies of the enclosed
documents should be returned to Mr. Donn Beloff of Schiff

Hardin & Waite, 1101 Connecticut Avenue, N.W., Washington,
D.C. 2003s6.

A $120.00 check, payable to the Interstate Commerce
Commission, also is enclosed to cover the required recordation
fee.

I am an officer of Grand Trunk Western Railroad
Company and have knowledge of the matters set forth herein.

Very truly yours,
GRAND TRUNK WESTERN RAILROAD COMPANY

A
(/ /\3 / (\J,;r
ly"v.,;,(. “ // ) ] W

By

Dated: February 19, 1981




- Futerstate Conmerce Conmission 2/20/81
" Slashington, B.L. 20423
OFFICE OF THE sECRETARY =
Donn Beloff _
" 'Schiff Hardin & Waite
1101 Connecticut Ave.,N.W.
Washinigton, D.C. 20036

Dear

Sir:

The enclosed document!s) was recorded pursuant to the provi-

31ons of Sectlon 11303 of the Interstate Commerce Act,49 U.S.C.

11303, on 2/“0/31 co 1:45])!0 , and vassig_ned re-

recordation number.,.,..(s) 12943, 12944 & 9737-C & 9942-J

, ' Sincerely yours,

/ / ;(' }"uﬁ t_/a,q,z( ,,(,J

Agdtha L. Mergenov1ch
Secretary

o< et

Enclosure (s)

SE-30
(7/79)
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Dated as of June 13, 1980
between

GRAND TRUNK WESTERN RAILRGAD COMPANY,
- as Lessee

and

THE CONNECTICUT BANK AND TRUST COMPANY,
not in its individual capacity
but solely as Trustee, LESSOR

[Covering 20 100-ton Covered Hopper Cars]
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_This Equipment Lease (ﬁThis Lease".or‘"Equipment Leaseﬁ) dated
as of Juné 13, 1980 between The Connecticut Bank and Trust Company,
a Connecticut banking corporation, not in_ its individual capacity
buf sqlely-és‘Trustée (the “Lgssor") under a Trust Agréemehf'dated'
as QF'JQly»l, 1978 as amended by Amendment to Trust Agreemenp-dated
as of June 13, 1980"(the lﬁTrQst Agreement") with Hillman
Manufacturing Company, a Penhsylvania corporation (the "Trustor"),
“and Grénd Trunk Western Railroad Company, a Michigan corboration

”("Lessee");
RECITALS

A. Lessor entered into an Equipment Lease dated‘as of July 1,
1978 ("Rock Lease") wiih william M. Gibbons, Trustee of the Property
of Chicagb, Rock Island and Pacific Railroad Company (the "Trustee")

_Whereby the Trustee leased certain railroad equipment described in
| Schedule A hereto (the "Units").

B. Lessor entered into a Security Agreement - Trust Deed dated
as of July 1, 1978 from Lessor to First Security Bank of Utah, N.A.
as Security Trustee ("Secured Party") providing for the graﬁt of a
security interest in the Units {(subject to the rights of the Trustee
uﬁder the Rock Lease), the Rock Lease and the rents and other sums
due and to become due under the Rock Lease as security for the
Leséor's notes' issued to City of Flint, Michigan, Employees
Retirement System (hereinafter referred to as the "Note Purchaser").

C. Lessor entered into a Termination Agreement dated May 29,
1980 (the ™"Termination Agreement”) with respect to the Rock Lease

whereby the Rock Lease was terminated.



D. _ Lessor intends to enfer into.a Supplément to the Security
Agreemént - T:ust Deed with the Secured Party ("Security Document™)
to provide for (i) the continuétion of a security interest in the
Units'(subjECt to the‘rights.of the Lessee héreunder) and (ii) the
grant of a Security in this Lease ahd the rents and other sums due
'andvta becomé.due under this Lease (except as btherwise therein set
forth). | | | |

E. The Lessor, the Lessee, the. Trustor, the Secured Party and
~the Note Pdrchaser inténd to enter into a Supplemental Participation

Agreement ("Supplemental Participation Agreement”) providing, among
- other things, for certainArepresentations, warranties and consents
by the parties thereto.

NOW, THEREFORE, in consideration of the rentals to be paid and
the éovehants hereinafter mentioned to be kept. and performed by
Lessee, Lessor hereby leaées the Units to the Lessee wupon the
following terms and conditions:

SECTION 1, Net Lease. This Lease 1is a net lease. The

Lessee's obligation to pay all rentals and other amounts hereunder
shall be absolute and unconditional and, except as herein provided,
ﬁhe Lessee shall not be entitled to any abatement of rent or any
other amounts due hereunder, reduction thereof or setoff against
rent’ or such other amounts, including, but not 1limited to,
_ abatements, reductions or setoffs due or alleged to be due by reason
of any past, present or future claims of the Lessee against the
Lessor, or the Trustor, whether under this Lease, under the Security
Document, or otherwise or against any assignee of the Lessorv
pursuant to Section 12 hereaof; nor, except as otherwise expressly

provided herein, shall this Lease terminate, or the respective
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'obligatidn$ df the Lessor or the Lessee be otherwise affected, by
© reason of éhy defect in or damége.to or loss of pdSSession or loss
| of wuse orjdéstruction of all or ény of the Units “from_whatsoever
caUsé; any‘liens; encumbrances or rights of others with.:espectvtd
‘any of the Units, the prohibitioq'bf.dr oﬁher :éstfiction‘against
the Lessee's use of all or'any'df the Units, the interference with
such. use bylany person or entity, the invalidity or unenforceability
or lack of due authorization or approvdl of this‘Lease,.any'present
dr future insoivency of or bankruptcy, reorganization or similar
proceeding against the Lesséé, -or- for an9 'othér cause whether
.éimilar or dissimilar to the foregoing, any present or future law to
the contrary notwithstanding, it being the intention of the parties
hereto that the rents and other amounts shall be ~payable in  all
events'ih the manner and at the times herein provided unless the
“obligation to pay the same shall vbe terminated pdrsuant to the
express provisions of thié Lease. To the extent permitted by
applidable law, the Lessee hereby walves any‘and all rights which it
may.now have or which at 'any time hereafter may be conferred upon
it, by statute or otherwise, to terminate, cancel, quit or.surrender
this Lease or of any of the Units except in_ accordance with the
express terms hereof,. Each rental or other payment made by the
Lessee hereunder shall be final and the Lessee shall not seek to
recover all or any part of such payment from the Lessor or any
assignee pursuant to Section 12 hereof for any reason whatsoever.

SECTION 2. Delivery and Acceptance of Units. The Lessee

recognizes that the Rock Lease has been terminated, but that the
Lessor has not, on the date of execution of this Lease, repossessed

all the Units from the Rock Island. The Lessee agrees to do
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v éverything' reasonably poséible '(including, without liﬁitation,"
‘routing, billing, trahéfer of eduipmenf Frdm--other rail"lines,'

notification of other users of the.Units,vand othér related.acfions)
Cto assiét ~the Lessor .in obtaining such reposéession. The Lessee
further agrees 'toiftake all ‘action necessary ' to effect with the
'Assbciation’ofﬂ'American Railfoads a change in régistration of the
road humbers‘of all the Uﬁits_which Were, at the time df termination
thereof, subject to the-Rock_Leése; from the name of Rock Island to
the name of the Lessee, and to give notice to the Lessor. of all
changes in such road numbers. After deli?ery.-of each Unit to an
interchange point on the rail line$ of the Lessee, the Lessee will
cause an employee or agent of the Lessee to inspect the same, and
~after such Unit.is in operable condition (as hereinafter defined),

tp execute and deliver to the Lessor and the Secured Party a
certificate of acceptance (the "Certificate of Acceptance") stating
that such Unit has been inspécted ~and accepted on behalf of the
Lessee on the date of such delivery and will be marked in accordahce
‘with Section 5 hereof; such Unit shall be deemed to have been
delivered to and accepted by the Lessee and shall be subject to all

the' terms and conditions of this Lease as of the date of such
dglivery. As used hérein, "operable condition" shall mean in a
condition of repair sufficient to enable the Unit to be used in
interchange service to haul freight and meet the standards of the
Association of American Railroads ("AAR"), the Federal Railroad

Administration and all other applicable rules and regulations for

such service and in a condition that would have permitted such Unit

to meet all standards required or recommended by the Association of

American Railroads applicable to new railroad equipment qualifiéd

-ty



F0r intef¢hange of tﬁe_CHaracfer of the Unit‘as'of the date of this
Lease, n@rmal-weér and tear to be considered in accordance with the
age of sUch Uhit._ |

| As to those Units ndt-delivered with a defect'cord which Lessee
believés'aré ho£.3uitéblé for intercﬁange (herein "Damaged Units"),i
the Damaged.Units éhali_be mérsﬁalled and stored on holding tracks,
and Lessee .will periodically notify (or cause notification tof be
made to) William M. Gibbons, Trustee of the Property of Chicago,
" Rock Island and‘ Pacific Railroad Company ("Gibbons") at 332 S.
Michigan Avenue, Cﬁicago, Illinois 60604 and Trustor at 2000 Grant
Building, Pittsburgh, Pennsylvania 15219, that the Damaged Units
are available for joint inspection. - The joint inspection will be
made - by Lessee and Gibbons or his authorized representative,
utilizing a form substantially similar to the form attached hereto
as Schedule 8, and a joint determination shall be made by Lessee and
Gibbons or his authorized representative as to what work ("Damage
Repairs")vwill be necessary to restore the Units to AAR interchange
coﬁdition and to the condition in which they 'were originally
delivered to Gibbons, reasonable wear and tear excepted. If Gibbons
or his authorized representative doeé not appear within five days
from the time notice is received for the joint inspection of the
Damaged Units, Lessee shall make or cause tog be made an inspection
of .the Damaged Units which inspection shall be binding upon
Gibbons. Lessee wiil perform or arrange'for the performance of the
Damage Repairs which shall not exceed the prevailing market rate for
performing such Damage Repairs. All disputes between Lessee and
Gibbons regarding the condition of the Damaged Units, responsibility

for the Damage Repairs and the cost therefor shall be resolved by an
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-arbitrator that is acceptable to bdth'parties; :Lessee will pfomptly
ndtify Lessor or Trustor of any .Unit. needing ‘non-normal damage
repairs that .are estimated by Lessee to .cost in excess of. $250';-
Lessee}uwill notify Lessdr or Trustor of thé work to be doné,
estimated time to complete such"work_and the estimated cost of such
repair. Lessor or Trustor shall have the right but not the duty, at
its éXpénse,-(i) to.cause such Unit to be repaired by the Lessee or
(ii) to exclude such Unit from this Lease and in such event to
direct the Lessee to cause the Unit to be delivered to wherever the
Lessor shall.direct, or otherwise dispose of it, all at Lessor's or
Trustor‘s expense. Lessﬁr shall give Lessee written notice as to
whether Lessee should repair the Unit or such Unit should be
excluded from this Lease. |

Lessee will documént all repair work and photograph all
non-normal damage and Lessee shall assist the Lessor in aéserting
ciaims against the Rock Island or any other responsible entity for
thevcost of such repair. Lessee agrees to pursue all claims against
delivering railroads and others for all required repairs chargeable
against them under the AAR Rules. Any Unit deliVered to the Lessee
which has been determined by either the Lessee or the Lessor to have
sufferéd a Casualty Occurrence (as the term ié hereinafter defined)
shall be excluded from this Lease.

Lessee shall, at the expense of Lessor, cooperate with the
Lessor in conducting Jjoint inspection or similar procedures with
respect to a Unit at the reasonable request of the Lessor.

The costs of all repairs for which Lessee does not. receive
héyment from another source within 90 days will be borne by the

Lessor.



The Certlflcate of Acceptance for each Unlt shall 1ndlcate both

the date such Unit was first dellvered to an 1nterchange p01nt of'

the Lessee and the Rent Date determlned as prov1ded below.

SECTION 3.

Rentals. The date on which rent shall commence

for each Unit which is accepted pureuant to this Lease (the "Rent

Date") shall be defined as follows.

(R)

For any Unit not requiring safety repairs, running

~ repairs or non-normal Damage Repairs, three (3) days

' _foilowing arrival of the Unit at an interchange point

(8)

(C)

of the Lessee.
For any Unit requiring safety repairs or running
repairs, or non-normal Damage Repairs costing $250 or

less, the earlier of (i) the date of completion of all

~such repairs and identification painting or (ii) seven

(7) days following arrival of the Unit at an
interchange point of the Lessee,

For any Unit requiring non-normal Damage Repairs

exceeding $250 in cost, the earlier of (i) the date

scch repairs are completed or.(ii) the date estimated
by the Lessee for completion of such repairs, to be
computed by adding to the date on which the Lessee
receives notice from the Lessor to proceed with the
work the number of days estimated for completion of
the repairs by the Lessee in its notice of such damage
to the Lessor, provided, however, that rent will not
commence on any Unit until new road numbers of the
Lessee have been recorded with the Interstate Commerce

Commission.



- The Lessee will_pay'basic rentals to the.Lessor on February 15,

"May' 15,. August 15 and November 15 (fhe_ "quarterly.'rehtal payhent
'~_datesﬁ)‘ip eaéhlyear. Basic rentals for each Unit shall include (i)
‘interinm rental of.$13.33'per day times the number of déys in the
interim term from the Renf Date to the end of the interim term and
(ii) quérteriy rental payments of $1200. If the Rent Date of any 
unit islon or after November 16, 1980, Lessee will pay to Lessor
rentél of 513.33 per day times the number of days from such Rent
Date to the next quarterly rental 'payment'{date ahd thereafter
quarterly rental bayments of $1,200.

If any of the quértetly rental payment dates referred to above
is not a Business Day (as such term is defined below) the quarterly
rental payment or interih rental payment otherwise payable on such
date shall then be-payéble on the next'succeéding Business Day, and,
no interest’ shall be payable for ﬁhé périod from and after the
nominal date for payment thereof to such next éucceeding Business
Day. For purpose$ of this Lease, the térm "Business Day" means
calendar days, excluding Saturdays, Sundays and holidays on which
bénks in the State of Michigan or the State of 'ConnectiCUt' are
authorized or required to close.

The Lessor irrevécably instructs the Lessee to make, and the
Lessee agrees to make, all the payments (other than payments under
Section. 6, 9, and Section 18 Hereof) due the Lessor uwunder the
provisions of this Lease including, but not limited to, all paymeﬁts
provided for in this Section 3 and in Section 7 hereof, in
immediately available funds at or prior to 10:00 A.M., Detroit time,
at the office of the Lessor, One Constitution Plaza, Hartford,

Connecticut 06115, Attention: Corporate Trust Department, on the
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date due, dr as directed by the Lessor in immediately available

funds at such place as the Lessor shall specify in writing.

SECTION 4. Term of Lease. The term of this Lease as to'eéch
_'_unit- shall begin on  the date of vdelivery of such Unit to an
Interchangé'pbintbof fhé Lessee ana, subject to the provisions of
 section 7, 10, ‘11, and 13 hereof, shall _termiﬁate on August 15,
1997. Such term with respeét to each Unit delivered tovthe Lessee
prior to November 15, 1980 shall be divided ihto’(i) an interim term
which shall begin on fhé date of delivery of each Unit and end 6n
Noveﬁber 15, 1980; and (i1i) a permanent term which will begin on
November 16, 1980._ Except for obligations of the Lessee hereunder
.which are specifically stated to terminate at a fixed time, the
obligatiohs of the Lessee hereunder (including, but not limited to,
the obligations under Sections 6, 7, 9, 11, 14, 16 and 18 hereof)
shall survive the expiration of the term of this Lease.

' thwithstanding:an}thing to the cantrary contaihed'herein, all
rights and obligations of the Lessee under this Lease and in and ta
the Units'are subjecﬁ to the rights of the Secured Party under the
Security Document. If an event of default should occur under the
Seburity Document, the Secured Partv may terminéte this Lease (or
rescind its termination), all as provided fherein. |

SECTION 5. Identification Marks. The Lessee shall cause

each Unit delivered to and accepted by the Lessee, as hereinabove
provided, to be repainted and.restenciled fo‘the extent necessary to
show the interest of the Lessee therein, including, without
limitation, numbering each Unit with an identifying number set forth
in Schedule A hereto, and will keep and .maintain, plainly,

distinctly, permanently and conspicuously marked on each side of
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, éach such Unit, in letters not less than'onexinch‘in?height, the
words, "OWNED BY A BANK OR TRUST COMPANY AND SUBJECT TG A SECURITY
CINTEREST RECORDED WITH THE [.C.C.", or other appropriate words
Vdesignated by the Secﬁred Pérty or Lessor, with appropriate chahges
vfthereaf-and'additions thereto as from time to time may be requifed'
by law .o:'»reasonably requested. inv order to ‘protect the Lessor's
title to'andvthe Secured Party's security interest in such Unit and
thé rights of the Lessqr under this Lease, and the rights of the
Lessor and of the Secured Party under the Security bdcument. - The
'Le§seévvwill hot'.place» or permit any such Unit to be vplaced in
operation or exercise any control or dominion over the same until
such words shall have been so marked on both sides thereof and will
replace or cause to be replaced promptly any such name and words
which may be removed, defaced, obiiterated or destroyed. Except for
the restenCiling contemplated in this Lease wupon delivéry and
aCceptancé of each Unit, the Lessee will not change or permit to be
changed the_identifying numbér of any Unit unless and until (i) a
statement df»new number or numbers td be substituted therefor shall
- have been filed. with the Secured Party and the Lessor and duly
filed, recorded and deposifed by the Lessee in all public offices
where this Leasé and the Security Document shall have been filed,
recorded and deposited and (ii) the Lessee shall have furnished the
Secured Party and the Lessor an opinion of counsel to the éffect
that éuch statement has been so filed, recorded and deposited, such
filing, recordation and deposit will protect the Secured Party's and
the Lessor's interests in such Units and no other filing, recording,
deposit or giving of notice with or to any other Federal, state or

local government or agency thereof is necessary to protect the
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interests of the Secured Party and the Lessor in such Units.
‘»>Except as above provided,‘the~Lessee will not allow the name of
" any person, association or corporation”td be placed on any Unit as a

z»designation “that might be,'interpreted as a claim of ownership;

kprdvided;: howevér, that the Lesseé may"permit the 'Units ‘to be
lettered with the némeé, tradémarks, .initials or other insignias
customarily wused ‘by the Lessee or its affiliates on railroad
equipment used by it of’the‘same or a similar type for convenience
of identification of its rights to use the Units under this Lease,
and the Units méy be' lettered in an appropriate -manner for
convenience of identification of the interest of the Lessee therein.

SECTION 6. Filing; Payment of State and Local Taxes. The

Lessee will, at its sole expense, cause this Lease to be duly filed,
registered, recorded or deposited with the Interstate Commerce
Commissibn~in accordance with 49 U.S.C. 11303, with the Registrar
Geﬁeral of Canada  (with notice of such deposit to be published in

The Canadsa Gazetté in accordance with Section 86 of the Railway Act

- of Canada) and in such other places within or without the United
States. as the Lessor or the Secured Party may reasonably request and
will furnish the Lessor and the Secured Party proof thereof. The
Lessee will, from time to time, do aﬁd perform any other act and
will execute, acknowledge, deliver, file, register and recorﬁ (and
will refile, reregister or rerecord whenever required) any and all
further instruments required by law or reasonably requested by the
Lessor or the Secured Party, for the purpose of protecting the
Lessor's title to, or the Secured Party's security interest in, or
the Lessor's leasehold estate in, any Unit to the satisfaction of

the Lessor's or the Secured Party's counsel or for the purpose of
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carrying but the intention of this Lease, and ih connection witH any
such action, will deliver to the Lessor and the Secured Party prooF 
of SUbh filings and ‘an opinion of the Lessee's counsel that such
action .has been piqperly. taken. The Lessee will pay all costs, 
.chérgesf:ahd - expenses 'incident_ to any such filing, refiliﬁg}'
recording and rerecordihg d: depoéiting and redepositing of any such
instruments or incident to the taking of éuch action and shall
'provide‘anvopinion of COunsél as to_the properjrecordation or filing
_of~such‘instrument.pursuantlto Section 2.5 of the Security Document.
For conditions ‘and events occurring ffom and affér the
commencement of thé term of this lease as to each  Unit, the Lessee
agrees to  pay or cause to bé paid, and on written demand to
’indemnify:and hold the Lessor, the Trustor, the Note Pufchaser, and
the estate held by the Leséor undervthe Trust Agreement and by the
Secured Party under the Security Document and the Supplemental
Participation Agreement harmless from all taxes (income, gross
receipts, ’sa;es, use, property {real or personal, tangibie or
intangible], stamp taxes), assessments, fees and charges of any
nature whatsoever, together with any pénalties, fines, additions to
tax or interest thereon, howsoever imposed, whether levied or
“imposed upon the Lessor, the T:ustor, the Secured Party, the Note
Purchaéer, the Lessee, the trust estate created by the Trust
Agreement, the estate held by the Secured Farty under the Security
Document and the Supplemental Participation Agreement, or otherwise
by any Federai, stéte or local government or governmental
subdivision in the. United States or by any foreign country or
subdivision thereof, upon or with respect to: (i) any Unit or any

| part thereof; (ii) the manufacture, purchase, ownership, delivery,
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leasing, possession, use, operation, transfer of title, return or
other disposition thereof; (iii) the - rentals, receipts or éarnings
arising therefrom; (iv) this Lease, and (v) to the extent arising

from g: attributable to this Lease, of‘}any Unit, the Trust

Agreement, the Supplemental Participation Agreement (including the

ﬂNotes'Aand the issuance thereof to the .Note Purchasers pursuant
thereto), the Security Document, any payment made pursuant to any
such 'agreement, or the property, the income or other pfoéeeds
received with respect to property held by the Lessor under the Trust
Agreement or by the Secured,Party under the Security ODocument and
the Supplemental Participation Agreement (all such taxes,
assessments, fées, charges, penalties, fines, édditibns to tax and

interest  imposed as aforesaid being hereinafter called Taxes);

exéluding,,however: (i) Taxes of the United States or of any state
of local gove:nment orvgovernmental subdivision thereof éﬁd (if ahd
‘to the extent that any person indemnified hereunder is .currently
allowed a credit therefor against its United States Federal income
‘taxes) of any Foreign.country or subdivision thereof, imposed on or
measured soleiy by the net income or excess profits of the Lessor
(in its individual capacity), the Trustor, the Note Purchaser or the
Secdred Party (in its individual capacity), other than Taxes aiising
out of or imposed in respect of the receipt of indemnification
payments pursuant to this Lease (to rhe extent not excluded by this
.Section), provided that such Taxes of ahy foreign country or
subdivision thereof incurred as a result of the indemnified party
being taxed by such foreign country or jurisdiction on its worldwide
income without regard to thé transactioné contemplated by this Lease

shall be excluded whether or not the indemnified party is entitled
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to a credit against Its United States Federal income taxes;‘(ii)-any
Taxes imposed as a direct result of a voluntary transfer or othér
voluntary.disposition by or on behalf of the Trustor resulting fraom
bahkruptcy or other proceedings for the relief of creditoré in whidh
f.the Trusto; is the debtor,'whethef‘voiunté:y df invdluntary;.of any
“interest ~in any Uhit or interest 1in rentals  under this Lease,
without the _consent of tHe Lessee, unleés, in each case, ‘such
transfér or disposition is -in connéction'with a Casualty Occurrence
(hereinafter defined) (to the extent not covered by the payment of
the Casualty Vélué hereinafter defined) or an Event of Default
(héreihafter defined) shall have occurred and be continuing; (iii)
any. Taxes imposed on or measured by any trustee or agency fees
received by the Lessor or the Secured Party;'(iv) Taxes which are
imposed on or measured solely by the net income of the Lessor or the
Secured Party 1if and vto the - extent that. such Taxes are 1in
substitution for or reduée. the Taxes payable by any other person
which the Lessee has not agreed to pav or indemnify against pursuant
to this Section; (v) franchise Taxes, Taxes based on the net income
and/or capital structure of the Lessor, the Trustor, the estate held
by ‘the Lessor, the Secured Party, and/or the ‘Note Purchaser and
other similar "doing business“ Téxes; (vi) minimum Taxes imposed
under Section 56 of the Internal Revenue dee 6? 1954, as amended;
and (vii) sales, purchase and transfer of title Taxes imposed upon

the purchase of the Equipment; provided, however, that the Lessee

shall not be required to pay any Taxes during the period it may be
contesting the same in the manner provided in the fifth paragraph of
this Section. The Lessee further agrees to pay on or before the

time or times prescribed by law any tax imposed on or measured
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;“$olely by the net income of the Lessee (or“ the affiliated group,

within the meaning of Section 1504 of the Internal Revenue Code of
'1954, as amended, of which the'Lessee is a member) under the’la@s of
the .Unitéd States or of any state or local government or
governmentél subdivigion’ thereof, or of - any ’Foreign couhfry  or
subdivision or}authority thereof whiéh, if unpaid, might resuit in a

lien or other encumbrance upon any Unit; provided, however, that the

Lessee shall not be required to pay any such tax during the period
it may be contesting the same in good faith by appropriate:

proceedings.

~The amount which' the Lessee shall be required to pay with
respectﬁfo any Taxes indémnified against bursuant to this Section
shall be an amount sufficient to restore the indemnified party to
the same after-tax position such indemnified party would have been

in had such Taxes not been imposed.

in’the event that the Lessor shall become obligated to make any
_ paymént to the Note Purchaser or the Secured Party pursuant to
Article 6 of the Security DocUment, or the Trustor shall become
obligated to make any payment to the Lessor pursuant to any
correlative provision of the Trust Agreement, or the Lessor shall
become obligated to make any péyment to the Secured Party, the.Note
Purchaser, or the estate held by the Lessor wunder the Trust
Agreement and by the Secured Party wunder the Supplemental
Participation Agreement and the Security Document pursuant to any
correlative provision of the Lease not covered by the second

paragraph of this Section and in each such case if such payment is
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required to be made aé a result of a condition or event occurring
:from and after thg commenbement'_of the. term of vthis Lease and
relating to a Unit, the Lessee shall pay such‘ additional amounfs

(which'ShélL alsd be déemed'Taxes»hereunder) to'the Lessof or the
Trustor. as_lwili enable the’ Lessor or the ~Trustor 'to. fulfili

'Vcompletely,its obligations'pursuant to said provision.

In case any claim, action, suit.or proceeding is brought against
an indemnified parfy in connection with any taxes indemnified
againét hereunder, such party shall ‘- promptly notify the Lessee.
Unless the Lessee elects to satiéfy such claim, thé Lessee}wiil, in
 the indemnified party's name (except for the  Note Purchaser which
shall cooperate in such defense at no cost) and at Lessee's-expénse,
resist and defend such claim, action, suit or proceeding, or cause
the samé' to be resisted or defended by’ counsel selected by the
Lessee and approved by such indemnified party, as the case may be.
In the event of any failure by thé Lessee tgo take éction as stated
above, the Lessee shall pay all costs and expenses (including
without limitation attorneys' fees and expenses) incurred by such
‘indemnified party in connection with such claim, action, suit or

.proceeding.

" The Lessee shall have no obligation to perform pursuant to this
Section wunless and until it shall have timely received from the
indemnified party (except for the Note Purchaser which shall
cooperate in such defense at no cost) a power of attorney
authorizing the Lessee to resist and defend such claim in  the name

of said indemnified party. No indemnified party shall be obligated
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toitake any action to bbtain a refund of all or any parf.of'suéh
- Taxes previously reimbursed by -fhé Lessee, howevgr, if any
indémnified’party shall obtain a refund of all or any pért of Such
Taxés préviouslyi#eimbursed by the Lessee or an amount representing
intefest theféon épplicablé to the amount paid by the Lessee, such
indemnified party shall pay to the Lessée the amount of such refund
or interest net of expenses, and shall.aléo péy to the Lessee any
additional_éﬁount paid by the Lessee puréuant to the third paragraph
of this Section, (as to the latter payment, ‘however,' only .to the
extent that the indemnified party is restored to the’same after-tax

position it would have been in had such refund not been received),
but only if no Evenf of Default, or event thch with notice or lapse
of time or both would cqnstitute an Event of Default, shall have

occurred and be continuing.

In case any report orlreturn is.required to be made with respect
to'any leigétion cf thé_Lessee_under this Section or arising out of
~ this Section, the Léssee shall either make such report or return in
such manner as will show the interests of the Lessor and the Secured
~Party in the Units, or shall promptly notify the Lessor, the.Trustor
~and the Secured Party of such requifement and shall make such report
or return in such manner as shall be satisfactory to the Lessor, the
Trustor and the Secured Party. All costs and expenses (including
reasonable legal and accountants' fees) of preparing any such return

or report shall be borne by the Lessee.

All the obligations of the Lessee under this Section shall

surviVe and continue, notwithstanding payment in full of all amounts
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bdue under the Security Document or the termination of thileease,
but vonly with respect to periods included in the termv of tnis
Lease. Payments -due from: the Lessee under this Section shall be
epayable dlrectly to the 1ndemn1?1ed party, except to the extent pald
'_to a governmental ‘agency  or taxlng rauthorlty ;'The fqre901ng

‘indemnities by the LesSee_shall'not constitute a guarantee by the
-Leseee of the}payment of any inetallments of principai of interest
rpayable under the Security_Document, OT a gnarantee of the valuelof
the Equipment following the expiration of the term hereof as such.

term may or may not be renewed.

The Lessee shall furnish promptly, upon request, such
"information and data as are normally available to .the Lessee and
',”whieh.the‘Lessor, the Trustor or the éecured Party'reasonably may
- require to permit compliance with the requirements Tof any taxing

authorities.

SECTION 7. Payment for Casualty Occurrences; Insurance.

In the event that any Unit shall be or become worn  out, lost,
stolen, destroyed, irreparably damaged, or permanently rendered
unfit for use from any cause whatsocever, or taken or requisitioned
by condemnation or otherwise resulting in loss oflpossession by the
Lessee; except requisition for use by the United States Government
for a period not in excess of the then remaining term of this Lease
(such occurrencesv being hereinafter called Casualty Occurrences),
during the term of this Lease, or until such Unit shall have been
returned in the manner provided in Sections 11 or 14 hereof, the

Lessee shall promptly and fully notify (after the Lessee has
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knowledge of such Casualty gccurrence) the Lessor and the Secured
Pérty with féspect théreto.,»On the next quarterly rental'payment
date (not earlier‘than the first regular quarterly rental.payment
'date; or, in thelevent;the term of this Lease,has‘alfeady‘expired 6r
will expire within,the 15 days after delivery of such nqtice, on a
date wifhin lS-days of such delivery), the Leséeé.shail pay or céusev'
to be paid to the Lessof an amount equal to the rental paymént or

payments in respect of such Unit due and payable on such date plus a

. sum equal to the Casualty value of such Unit as of such rental

payﬁent date (suéh rental paymenﬁ date being hereinafter called the
Casualty Payment Date). Upon the making of such payment by or on
behalf'of'fhe Lesseé in fespect of any Unit, the rental for such
Unit shall cease to accrue as of the date of such payment, the term
of this Lease as to such Unit shali terminate and (except in the
case of the‘ldss, theft or complete destruction of such uUnit) the
Lessor shall be entitled to recover possession of such Unit.

‘If thé date upon which the making of such payment by the Lessee
in respect of any Unit as required as aforesaid shall be after the
term of this Lease in respect.of such uUnit shall have expired, no
rental for such Unit shall accrue after the end of such term but the
Lessee, in addition to paying the Casualty value for such Unit,
shall pay or cause to be paid interest thereon from the end of such
term to the date of such payment ét the rate of 12% per annum.

The Lessor hereby constitutes the Lessee as its agent to, and
Lessee shall, dispose of any such Unit suffering a Casualty
Occurrence as soon as it is able to do so for the fair market value
thereof. Any .such disposition shall be on an "as-is", "where-is"

basis without representation or warranty, express or implied. As to
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.eaéh'separatEfUnit_so diSpgsed'of,gtne Lessee may, sq.long as no’

[Event:ef_Defeult_shall have OCcurredjandfbe*eontinuing hereunder,

:retain all emounts arising.FronVSUCh disposition plus any insurance
'-,proceeds and. damages_ recelved by the Lessee by reason of such‘
e’Casualty Dccurrence plus any requ1sit10n or condemnatlon or ‘awards

ﬂup to the Casualty Value attrlbutable thereto and actually pald by
.,the Lessee as herein proylded;and shall remlt the excess, if any, to
the Lessor. .In disposing of‘such‘unit;'the Lessee snall teke such
'gaetion as the - Lessor shall reasonably request to terminate any
contingent liability which the Lessor might heve arising after sUCh
disposition ffom or connected wlth such Unit.

‘AlThe Casualty Value of each Unit as of the Casualty Payment Date
' for each such Unit shall be that percentage of the Purchase Price of
such Unit es is set'forth in Schedule C hereto opposite such date.

In the event of the requ151t10n for use of any Unit durlng the
‘term of . thls Lease or any renewal thereof, all of the Lessee's
obligations under this Lease with respecf to. such Unit shall
continue fo the same extent as if such requisition had not oceurred;
~except that if such Unit is returned at any time after the end of
the term of this Lease, the Lessee shall be obligated to return sucn
Unit to the Lessor.pufsuant to Section 11 or 14 hereof, as the case
may be; promptly upon such return rather than at the end of the term

f this Lease; but the Lessee shall in all other.respects comply
- with the provisions of said Section 11 or 14, as the case may be,
with respect to such Unit. All payments received by the Lessor‘or
the Lessee from the requisitioning authority for the use of such
Unit during the term of this Lease shall be paid over to, or

retained by, the Lessee, provided no Event of Default, or event
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which with notice of lapse or time or both would constitute an Event
rof Default, shall have_occurred and be continuing; and all payments
réceived‘byﬂthe Lessee from the reqUisitioningfauthority for the Use
of such Unit after the term of this Lease shall be paid over to the
Léséor." - | | |
1The Lessee. covenants and‘égrees that it will at all times while
this Lease is in effect, at its own éxpense, cause to be carried and
maintained for each Unit‘from_time to time subject to this Lease,
~ property énd public liability insurance in such amounts and against
such' risks and with such insurergl as shall be reasonabiy
satiéfactory to the Lessor and the Secured Party; provided, that, in
the case of property insurance, the Lessee will be permitted to
self-insure to the extent it self—ihsures equibment similar in
nature to the Units which it owns orvleases, but in any event the
Lessee vshall maintéin in effect such 'property insurance as is
'required by prudent industry practice in respect of 'equipment
similar in nature to ‘the Units. All such property insurance
policies shall providevthat thé Lessor and the Lessee shall be named
assureds and that losses shall be adjusted with the Lessee and that
‘the proceeds thereof'shall bé payable to the Lessor and‘the Lessee
as their interests shall appearf provided that sd long as the
principal of or “interest on any Note shall remain unpaid, such
policies shall provide that the losées, if any, shall be payable to
the Secured Party under a standard mortgage loss payable clause
satisfactory to the Lessor and the Secured Party as their interests
may appear. All proceeds of insurance received by the Lessor and
the Secured Party with respect to any Units not sﬁffering a Casualty

Occurrence (as herein defined) shall be paid to the Lessee upon
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proof‘ satisfactc:y to the--Lecscr .and the Secdred Parfy that any
damage‘tc any Unit with respect to which such p:oceeds‘were paid has
been fully_repaired.. Any: such proceedé of insurance ceCEived by the
Lessof'and the Secured Partyfwith respect to a Casualty Occurrence
‘'shall be credited toward the payment quu1red by this SeCthﬂ 7 with
"respect to such Casualty Occurrence | ‘
The Lessee covenants and agrees that itiwill, at ail times while
thiscLease is in.éffect, at its own expense, cause to be-cartied and
méintained public liability insurance in amounts and against risks
required Ey iprudent industry practice in respect of equichent
similar in nature to the Units and in any event comparable to
insurance maintained by the Lessee in respect of equipment which it
owns or leaseé which is_similar-in nature to the Units. |
All policies of insurance carried pursuant to this Section will
- name the Lessor,'the Lessee and the Secured Party hereof as assureds
and shail provide that the same shall not be cancelled or materially
changed without at least 30 days' prior written notice to each
ihéured named therein. No such policy shall provide that the
coverage thereunder for the benefit of the Lessor or the Secured
Party hereof shall be restricted, impaired or invalidated by any
bceach or violation by the Lessee of warranties, declafations or
conditions contained in such policies and the Lessee shall, upon the
request of the Lessor or the Secured Party (but not more frequently
than énnually), furnish either a certificate of the insurer to such
effect or a certificate of an officer of the Lessee or an opinion of
counsel of the Lessee that no such policy contains such provisions.
The Lessee covenants and agrees that it will throughout the term

hereof furnish to the Lessor and the Secured Party certificates of
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'}ihsurers_ or other satisfactory ‘evidence of the maintenance of the
insurance required by this Section. - |

Notwithsfanding.anything herein to the'COntrary.Parﬁicipation by
_Lessee in the Canadian National Railway Combany self-insurance fund
(the. FPobl") ‘shall satisfy the insurancé requiréments. of this'
Section. Lessee shall providé to Lessor and the Secured Pé:ty
evidence that the Units are covered under the Pool and, to the
extent ‘possible, that Léssor and' the Secured Party are named
insureds with fespect to .the‘ Units.. The Lessee represents ‘and
warrants that, as of the date of execution of this Lease, it is
covered by the excess _publié liability insurance mainfained_ by
Canadian National Railway Company with respect to . 1its operations
(including the Units) against damages because of bodily injury,
| including death, or damage to the property of others. It is
understood and agreed that Anone of the foregoing >insurance
requireﬁehts' of this Section shall apply to said insurance
maintained by Canadian National Railway Company; provided, however,
that Lessee shall give at least 30 days' prior written notice,to the
Lessor and the Secured Party of the cancellation or a material
change in séid insﬁrance.

Except‘ as hereinabove 1in this Section 7 provided, the Lessee
shall not be released from its obligations hereunder in the evént
df; and Lessée shall bear the risk of, any Casualty Occurrence to
any Unit from and after delivery thereof to the Lessee hereunder.

SECTICON 8. Reports. On or before April 1 in each vyear,
commencing with 1981, the Lessee will furnish to the Lessor, the
Trustor, the Note Purchaser, and the Secured Party a certificate of

Chief Mechanical Officer (a) setting forth as at the preceding
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December 31 the amount,.descriptidn and numbers of all Units then
leased hereunder and covered by the Security Document, the amount,
- description and numbers of all Units that have suffered a Casualty
Qccurrence du:ing‘fhe préceding calendar year or; inAthé case of the
first such“statement, Since the déte,of this Lease (specifying the
dateé‘of such Césualty Occurrences) or to the knoﬁledge of Lessee
 are then undergoing repairs (other thah.running fepairs) or are ﬁhen»
" withdrawn from use pending repéirsl(other than running repair) and
such other information regafding the condition and state of repair
’of the Units .as the Lessor, the Trustor,-fhe Note PUrchaser, or the
Secured Party'may.reasonably request, (b) stating that, in the case
of all Units repaintéd or repaired during the period covered by such
statément,'the numbers and the markings required by Section 5 hereof
ahd the Security Document has been preserved or_répiaced, and (c)
stating fhat the Units have been maintained so és to assure
cdmpliance with the réquirements of Section 9 of the‘ Lease. The
Lessor, the Trustor,_the Secured Party, and the Note Purchaser shall
have the right, but not thelobligation, by their respective agents
to inspect the Units and the records of.the Lessee and its agents
witH respect thereto at such.reasonable times ahd as often as said
parties may reasonably request.

The Lessee agrees at its expense to prepafe and deliver to any
Indemnitee within a reasonable time prior to the required date of
filing (or, to the extent permissible, file on behalf of the Lessor)
any and all reports (other than income tax returns) to be filed by
the Indemnitee with any Federal, sfate or other regulatory authority
by réaéon of the Indemnitee's interest in the Units or the leasing

thereof to the Lessee.
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| SECTIDN[9;"_’ Disciaimer of Warranties; Compliance with Laws

~and Ruies;v Maintenance; Indemnification."'THE .LESSOR, AND  THE
X  TRUSTOR;fLEASE THE QNITS, AS-IS, 1IN WHATEVER:CONDITION THEY MAY BE

viAND_DOFNbT MAKE ANY, HAVE NOT MADE ANY AND.SHALL NOT BE DEEMED TO
|  MAKE‘DRﬂHAVEvMADE'ANY WARRANTY o REPRESENTATION; EITHER EXPRESS OR
IMPLIED, AS TO THE DESIGN, COMPLIANCE WITH SPECIFICATIONS, OPERATION .
OR CONDITION OF, OR AS_TD‘THE QUALITY dF THE MATERIAL, EQUIPMENT OR
WORKMANSHIP IN, THE UNiTs_dR ANY COMPONENT THEREQOF DELIVERED TO THE
~ LESSEE HEREUNDER, AND THE LESSOR, AND THE TRUSTOR MAKE NO WARRANTY
- OF MERCHANTABILITYIOR FITNESS OF THE UNITS OR ANY COMPONENT THEREOF
FOR  ANY PARTICULAR PURPOSE NOR AS TO TITLE TO  THE UNITS OR ANY
COMPONENT THEREQOF, NOR ANY OTHER REPRESENfATION OR WARRANTY, EXPRESS
OR IMPLIED, WITH RESPECT 0. ANY UNIT OR ANY COMPONENT THEéEoF
(EITHER UPQN DELIVERY THEREOF TO THE LESSEE OR OTHERWISE), it being
agreed that all such risks,'as betweeh the Lessor, and the Lessee,
afe to be borne by ‘the Lessee; but the Lessor hereby irrevocably
appoints énd constitutes the Lessee its ageht and attorhey-in-fact
'during'the term of this ‘Lease to assert and enforce from time to
time, in the name of and for the account of the Lessor and/or the
Lessee, as their interests may appear, at the Lessee's sole cost ahd
expense, whatever claims and rights the Lessor may have against the
manpfacturer of the Unitsf provided, however, that if at any time an
Event of Default shall have occurred and be continuing, the Lessor
or Secured Party may assert and enforce, at the Lessee's sole cost'
and expense, such claims and rights. The Lessor and the Trustor
shall have no responsibility or liability to the Lessee or any other .
persgn with ‘respect to any  0? the following: (i) any liability,

loss or damage caused or alleged to be caused directly or indirectly
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by any Units or by any inadequacy thereof or defiéienéy or-défébt
therein or by any other ci:cumstance in connection‘therewith; (ii)
the use, operation or performance of any Units.or ény,risks relating
thereto:  (iii) any interrubtion, of Service, _loés ’qf business or -
.anticipéied prbfitsvﬁr'cbnsequential damages; OT (iv) the delivéry,
operation, servicihg, 'maintenahcé, repair,. improvement .of’
replacement of any Unit. The Lessee's delivery of a Certificate of
Acceptance shall be conclusive evidence as between the Lessee, on
the one hand, and the Lessor, oh the other hand, that the Units
described‘theréin are in all'the'foregoing résbects satisfactory.to
the Lessee; and the Lessee will not assert ény claim of any nature
whatsoever against the Lessor, or the Trustor based on any of the
foregoing matters. | |

The‘-Lessee agrees to comply in all respects with all laws,
rules, regulations and requirements (including, without limitation,
the current interchange rules of the Association of American
Railroads .as the same may be in effect from time to time, the rules
of the United States Department of Transportation, the Interstate
Cbmmerce Commission and any other legislative, executive,
administrative or judicial body exercising any power or Jjurisdiction

over the Units) concerning the .use and maintenance of each Unit

subject to this Lease; Qrovided, however, that the Lessée may upon
written notice to the Lessor and the Secured Party, in good faith

contest the validity or'application of any such léw_or rule in any
yreasonable manner which does not, in the reasonable opinion of the
Lessor and the Secured Party, adversely ‘affect the property or
rights of the Lessor, or the Secured Party under this Lease or under

the Security Document. If Lessor or Secured Party do not object to

- B =



chh contest within 10 days of,reéeiving such notice from Lessee,
they shall be deemed to have consented therets. In ‘case any
‘equipment or'appliance is required to be altered, added, replaced or}
':modifiedlon any Unit in.ordei to comply with suchvlaws,vreguiations,
: requirements and rules; the Lessee agrees to make such alteréfions,
additioné, replacements or modifications at its own expense énd
title thereto shall be immediately vested in the Lessor. The Lessee
- agrees that,}withih 30 days after the close of any calendar quarter
in which}the Lessee hadAmade any alteration, replacement, addition

" or modification to any Unit pursuant to this Section 9 (fhe
"Alterations"), the Lessee will give written notice thereof to the
Lessor and the Secured Party describing, in reasonable detail, the
Alterations and specifying the' cost thgreof with respect to each
Unit and the date or dates when made.

The Lessee agrees that, at its own cost and expense, it will
maintain and keép each Unit (including any parts installed on or
replacements made to any Unit and considered an Addition thereto as
herein provided)'which.is subject to thiS'Léase in good operating
order, repair and condition, ordinary wear and tear excepted, and
qQalified fbr use.in interchange. |

Except as required by the provisions of this Section 9, the

Lessee shall not modify any Unit without the prior written consent

', of the Lessor and the Secured Party, which consent shall not be

unreasonably withheld. Any parts installea or replacements made by
the Lessee upon any Unit pursuant to its obligation to maintain and
keep the Units in good order, condition and repair under this
Section 9 shall be considered accessions to such Unit and title

thereto shall be immediately vested in the Lessor without cost or
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 expen§eAt0 the Lessor. The Lessee shall make no other additions oi
improvements to any Unit wunless the same ére readily removéble
without causing materiai ‘damage to Vsuch Unit. Title .ﬁo any such
readiiy‘ removable additions or.,imprOVements shall remaih with -the
Lessee. '.If‘_£he .Lessee éhall at its cost cause suchv readily
removable additions or 'improvements to be made to any_ Unit, the
Lessee agrees:thaf it will, prior to the return of such Unit to the
 Lessor héréunder, remove the same at its own expense without causing
' matérialldamage to such‘Unit;

For  conditions and events occurring from- and after the
commencement of this Lease with réspect ‘to any Unit, the Lessee
shall, with respect to such Unit, pay or cause to be paid, and shail
protect, indemnify and hold the Lessor (both in its individual and
Fiduciary capacities), the Trustor, the Note Purchaser and the
Secured Party and their respective successdrs,'assigns, agents and
servants ({hereinafter cailed Indemnified Persaons), as third pafty
beneficiaries hereof, harmleés from and againét any and all causes
of acti0n, suits, penalties, claims, démands>or judgments, of any
nature wHatsoever which may be imposed on, incurred by or asserted
against any Indemnified Person (including any or all 1liabilities,
obligations, damages,' costs, disbursements, expenses [including
without limitation 'reasonable attorneys' feesl and expenses of any
Indemnified Person] relating thereto) in any way relating to or
arising or alleged to arise out of this Lease or the Units,
including without limitation those in any way relating to or arising
or alleged to arise out of (i) the manufacture, construction,
_purchase, acceptance, rejection, repair, stotage,. ownership,

delivery, nondelivery, lease, sublease, possession, use, operation,
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.-‘condition, sale, retufn br,other disposition of»any Unit or portion
thereof;}'(ii) any latent or other defects whether or ~not
,discovefable by any Indemnified .Pefébn or the “Léssee; (iii) ahy |
claim for patent, trademark or copyright infringement;.r(iv) any
claims based on strict liability in tort or imposed by statute; (v)
,:any injury-to or the death of any person or any damage to or loss of
property on or near the Units or in ahy.manner growing out of or .
- concerned with, or alleged to grow out of or be connected with, the'
ownership, use, replacement, adaptatidn or maintenance of the-Units
or of any other equipment in connection with the Units (Whether
owned or under the control of the Lessee, the Lessor, or any other
person) or resulting or alleged to résult’from the conditionlof any
thereof; (vi) any violation except by the Indemnified Person seeking
indemnity hereunder or alleged vioclation, of any provision of this
Lease or of any agreement, law, 3rule; regulétion, ordinance or
restriction,}affecting or applicable to the Units or the leasing;'
subleasing, ownership, use, replacement, adaptation or maintenance
thereof; (vii) any claim arising out of any of the Lessor's
obligations wunder the Security Document except to the_extent such

- claim arises from the negligence or wilful misconduct of the Lessor;
or (viii) any claim arising out ofvthe Secured Party's holding a
security interest under the Security Document (all of which matters
hereinabove set forth in this Section 9 being hereinafter called
"Indemnified Matters"). All payments hereunder shall be made
.directly to the Indemnified Person. The Lessee shall be obligated
under this Section 9, irteépective of whether any Indemnified Person
shall also be indemnified with respect to the same matter under any

other agreement by any other person, and the Indemnified Person
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éeeking to enforce the indemnification may prﬁCeed directly'égainst‘
‘the Leésee‘under>this Section 9 without first resorting to any such
- other rights- of" indemnificatibn. In case any action, suit or
7pfoceedingvis>brought'égain$t any Indehnified Person in connection
with any }Indemnified, Matter, the- Lessee may and, upon such
Indemnified Person‘s> request, will at the Lessee's expense resist
' and‘defénd synh action, suit or proceeding, or cause the same to be
'resisted or defendéd by counsel selected by the Leséee and approved
by such Indemnified Pérson, as the cése may be, and, in the event of
any failure by thé‘Lessee to do so, the Lessee shall pay all costs:
and expenses (including without limitation reasonable attorneyé’
fees and expenses) incurred by such Indemnified Person in connection
with such action, suit or proceeding. In the event fhe Lessee 1is
required to make any payment under this Section'9, the.Lessee shall
pay or‘cause to be paid to such'indemnified Person an amount which,
aFter'deduction'of_all.taxes required to be paid by such Indemnified
Person in respect of the receipt ihereof under the laws of the
United States or of any political subdivisidn thereof (after giving
.credit for any savings in respect of any such taxes by reason of
deductions; credits or allowances in respect of the payment of the
expense indemnified against, and of any other such taxes as
determined in the discretion of the Indemnified Person), shall be
- equal to the amount of such payment. The Lessee and the Lessor
agree to give each other promptly upon obtaining knowledge thereof
written notice of any <claim or 1liability hereby indemnifiéd
against. Upon the payment in full of, or the making of provision
satisfactory to the Indemnified Person for the full payment of, any

Indemnified Matter by the Lessee, and provided that no Event of
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Default, or event whlch w1th notice or lapse of tlme or both would .

constitute such an Event of Default, shall have occurred and be
cont1nu1ng, the Lessee shall be. subrogated to any right cf such

’Indemnlfled Person in respect of the matter agalnst whlch indemnity

v-, _has.been ‘given. Any payments received by such Indemnlfled Person

from any persan (exceptlthe Lessee) as a result of.ahy‘matter with
. reSpect tc which such 1ndemnified Person has'been'indemnified by the
eLessee pursuant to this Sectlon 9 shall be paid over to the Lessee
. to the extent necessary to relmburse the Lessee for indemnification
payments prevrously made in respect of such Indemnlfled Matter.

The Lessee further agrees to indemnify, protect and hold
harmless the Lessor (both in its individual and fiduciary

capacities), the Note Purchaser,_the Secured Party and the Trustor,
as third party beneflclarles ----------- herecf from and against any and all
llabllitles, claims, costs, charges and expenses, including royalty
payments and‘counsel fees, in any manner impcsed upon or accruilng
against the Lessor, the Note Purchaser, the Secured Party cr. the
Trustor, as the result of conditions or events occurring from and
after the commencement date of this Lease with respect to any Unit,
because of the use in or about the‘construction or operation of such
Unit of any article or material included as an Addition by Lessee or
included in a Part placed on the Unit by Lessee or of any design,
system, process, formula or combination which infringes cr is
claimed to ihfringe on any patent or other right.

The indemnities contained in this Section 9 shall survive the
expiration or termination of this Lease with respect to all events,

facts, conditions or other circumstances occurring or existing prior

to such expiration or termination and are expressly made for the
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benefit qf,‘ and shall be enforéeable by, any :Indemhified Person.
Ndne of the indemnities in this Seétion b shali be déemed’to Create
‘any rights of subrogation in any insurer or thi:dvparty against the
Lessee or the Lessor therefor, from or'under any Iﬁdemnified‘Pérson,i
whether because of any claim paid or defense.:provided for the
benefit thereof or otHerwise.

.,The forégoiﬁg indemnities by the Lessee shall not constitute a
guarantee"by the Lessee ofl any payment or other obligation,
including without 1limitation the payment of ahy installments of
principal or-intérést, under the Security Document, or & guarantee
of any value of fhe Unit following the expiration of the term hereof
as such term may or may not be renewed. With respect to the
indemnities for Federal income taxes, reference is made to Section
18 héreof. | |

SECTION 10.  Default. If, during the continuance of this
Lease, one or more of the followihg events (each such event being'
herein sometimes called an Event of Default) shall occur: |

(A)v payment of any part of fhe rental provided in Sectioh

-3 or Section 13 hereof  or péyment in respéct of any Casualty

Uccurrenée pursuant to Section 7 hereof shall not be made by or

oh behalf of the Lessee, and such failure to make payment shall
continue for 5 business days; or |
(8) any'represenfation or warranty of the_Lessée contained

‘herein or in the Supplemental Participation Agreement or in any

statement or certificate furnished to the Lessor, the Trustor,
the Secured Party or any Note Purchaser pursuént to or in
connection with this Lease or the Supplemental Participation

Agreement 1s untrue in any material respect as of the date of
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issuéncé,or making thereof; br

(C)» default shail be made in the observance or -performance
'of'any'otﬁef of the cbVenants,_conditions and agreemenfs on the
pért of . the Leésee; contained herein or ‘ih the }Suppleméntal
Participatidn Agréement,‘andfsuch defadlt shall continue for 20
days after written notiée from the Leséor, br the Secured Party
to the Lessee specifying the default and dehanding that the same
be remedied; or '

(D) a petition for reorganizationi under Title 11 of the
Unitéd States Code, as now constituted or as may hereafter be
amended, shall be filed by or against the Lessee and, unless
such petition shall have been dismissed, .nullified, stayed or
otherwise rendered ineffective (but»then only so long as such
stay shail continue ” in Fofce or
such inéffectiveness shall contihue), all the obligations of the
Lessee, under this. Lease shall not have been and shall not
continue to have been duly éssumed in writing, pursuant to a
court order or decree, by a trustee or trustees appointed
(whether or not subject toAratification) in such proteedings in
such manner that such obligations shall have the Same”status as
obligations incurred by such trustee or truétees, within 60 days
after such petition shall have been 'filed or proceedings
commenced; oOr

(E) any other proceeding shall be commenced by or against
the Lessee, for any relief which includes, or might result in,
any -modification of the Dbligatiogs of the Lessee hersunder
- under ahy bankruptcy, or insolvency laws, or laws relating to

the relief  of debtors, readjustments of indebtedness
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reorgénizatipns, arfangements, compositions or extensionsA(other
‘thén'_a law  which .does hot permit - any readjustmentv-of thé
indebtedness payable hereunder) and all; of the obligations of
the Lessee hereunder, unless ‘such proqeedings shall have béen
dismissed, nﬁllified; stayed or otherwise rendered ineffective
 (bQ£ then anly so' long aS SUCh stay shaliicontinue in force or 

'v.such ineffectivénéés shall continue), shall not have been and -
shall not continue to have been duly assumed in wrifing,
pursuant to a éourtborder or decree, by a trustee or t:ustees or
recéiver or fecéivérs appointed (whether or not éubject to
ratification) for the Léssee, or for the property of the Lessee,
.in.connection with any such proceedings in such manner that such
obligations shall have the same status as'obligations incurred
by such a trustee or trustees or receiver or receivers, within
60 days after such pfoceedings shall have been commenced; or

(F) the Lessee shall make or permit any unauthorized
assiénmént or trahsfer of this Léase, or any interest herein, or
of the right to possession of the Units, or any thereof;

(G)v the subjection of any,of the'Lessee's property to any
levy, seizuré, assignment, application or sale for or .by any
creditor or governmental agency, |

then, in any such case, the Lessor or the Secured Party, at its
option, may: | | |

(a) proceed by appropriate court action or actions either
at law or in equity, to enforce performance by the Lessee of the
applicable covenants of this Lease or to recover damages for the

breach thereof, inclUding attorneys' fees; or
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(b) by notipé. in. writing to the Lesseé terminate this
Lease, Qhereupon éll rights of the Lessee to thé: use of. the
Units.éhall absolutely cease and terminate as though this Lease
had never been made, but the Lessee. shall remain liable as
. herein p:ovided;. and thé:éubon the Les#qr‘"may by its agénts"
entef upoh the premisesvof_the Lessee or other premises Qhere
‘any of thé Units. méy be and take possession of all or any of
such Units and thencéfoith hold, possess, sell, operate, lease
to others and enjoy the - same - free = from
any right of‘the Lessee, or its successofs 0r‘assigns, to use
the Units for any purposes whatever and witHout any duty to
account to the Lessee for such action or inaction or for ény
proceeds arising therefrom; but the Lessor shall, nevertheless,
have a 'right to recover from the Lessee any and all amounts
which under the terms df'this Lease may be then due or which may
have accrued to the date df such termination (computing the
rental for any number of days less than.a.full rental period by
multiplying the rental for such full réntal period by a fraction
of which the numerator ié such number of days and the
denominator is the total number of days vin. such full rental
period) and also to recover forthwith from the Lessee aé damages
for loss of the bargain and not as a penalty, whicheQer of the
following amounts the Lessor or the Secured Party, in its sole
discretion, shall specify: (x) a sum with respect to each Unit
.which represents the excess of (1) the present value, at the
time of such termination, of the entire unhaid balance of all
rentals for such Unit which would otherwise have accrued

hereunder from the date of such termination to the end of the
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term of this Lease as to such Unit over k2) the fhen present
‘value of the rentals which the Lessor reasonably estimates to be
B obtainable for:the_Unit during such period, such present value
lto. be computed in: each; case on the basis of a 5% per annum'
discounf; :cohpounded 'quarterly' from the respective dates wupon
which rentals would have beeﬁ payable hereunder had this Lease
'not ~ been terminated, togefher . with
'any dahages and expenses, including reasonable attorneys' fees,
in addition thereto which the Lessor shall have sustained by
reason of the breach oF‘any covenant, representation or warranty
of this Lease other than fbr the payment of the rental; or (y)
an amount equal to the excess, if any, of the Casualty Value as
.of the rentgl payment date on or next preceding. the déte of
termination over the amount the Lessor or the Secured Party
reasonably estimates'td be the sale value (after deduction of
‘all estimated expenses of such sale) of such Unit at such time;

provided, however, .that in the event the Lessor or the Secured

Party'shall have sold or leased any Unit, the Lessor, in lieu of
collecting any amounts payable to the Lessor by the Lessee
pursuant to the preceding clauses (x) and (y) of this part. (b)
with respect to such Uhit,vmay, if it shall so elect, demand
that the Lessee pay to such party and the Lessee shall pay to
such party on. the date of such sale or leasing, as the case may
be, as liguidated damages for loss of a bargain and not as a
pénalty (i) in the case of such sale, an amount equal to the
excess, if any, of the Casualty Value for such Unit, as of the
rental payment date on or next preceding the date of

termination, over the net proceeds of such sale and (ii) in the
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case of SUch a leasing, an amount equal to the excess, if any,
of the present value of  all rental 4Fbr' such -Unit which' ﬁould
otherwise have accrued hefeunder from-the date of termination to
the end of the term of this Lease as to such Unit over the sum
df  (1) the  then pfeseht value  of all
‘rental for such Unit fequired Qnder such néw-lease plus (II) the
then present value of thevrental.(if‘any) which the Lessor or
thevSecuiEd Party reésOnably estimates to be obtainable for the
Unit during the period cdmmencing on the termination of such new
lease and ending on fhe date the term of this Lease would'haQe
terminated if it had not been terminated early due to default,
each such present value to be computed in each case on the basis
of.an 5% per annum discount, compounded, in the case of fental
which is estimated under <clause II of this sentence,
quarter-annually from the respective dates upon which rentals
would have been hayable hereunder had this Lease not been
terminatéd and,.'in the case of rental under such new lease,
periodically from the respective dates upon'which'such rental
shall be payable-thereundér.
In addition, the. Lessee. shall be liabie, except as otherwise
provided above, for any and all unpaid amounts due héréunder before,
during or after the exercise of any of the foregoing remedies and
for all reasonable attorneys' fees and other costs and expenses
incurred by reason of the ogccurrence of any Event of Default or the
exercise of the remedies with respect thereto, including all costs
and expenses incurred in connection with the return of any Unit.
The remedies in this Lease provided in favor of the Lessor and

the Secured Party shall not be deemed exclusive, but shall be
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cumulative,'and_shall be in addition‘td all other remedies in its
favor existing at law or in equity. The Lessee heréby waives any
requirements df law, now or hereafterrin effect, which might limit
'f:br. modify the remedies 'Herein vprovided,' to the ’e%tent. that such
waiver is pefmitted by law. The Lessee hereby waives ahy and éll
existing or future claims td any offset against the rental payments
"~ due Hereunder and agrees to make such rental payments régardless oF
‘any offset which may be asserted'by the Lessor or on its behalf.

~The failure of tﬁe Lessor or the Secured Party to exercise the
rights granted it hereunder upon the occurrence of any of the
contingencies set forth herein shall not constitute a waiver of any
such right wupon the' continuation or recurrence of any such
contingencies or similar contingencies; and a waiver of any such
rightvon one occasion shall not constitute a waiver of such right as
to any other oCéasion and shall not be effective unless in writihg
signed by the Lessor and the Secured Party.

The Léssée also agrees to furnish the tessor, the Trustor, the
~ Note Pﬁrchaser, and the Secured Party, promptly upon any responsible
officer's becoming aware of any condition which constitutes an Event
of Default, or which upon notice or lapse of time or both would
constitute such an Event of Default, written notice specifying such
condition _ahd the nature and status thereof and indicating the
intention or expectation of the Lessee as to fhe disposition
thereof. For the purposes of this Section 10, a "responsible
officer" shall mean, with respect to the subject matter of any
covenant, agreement or obligation of the Lessee in this Lease
contained, any corporate official of the Lessee who in the normal

performance of such official's operational responsibilities would
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have knowledge of such matter and the requirements of this Lease

with respect thereto.

SECTION 11.. Return of Units ‘Uhon Default. If this Leasév
shall tefminate bursuant to Section 10 héreof, Athe Lessee shéil
.Féfﬁhwitﬁ deliver ppééession of the.Units to the Lessor and shall
give brompt telegraphic and written notice to-'the‘ Association of
rAmericén Railfoads and all railroads‘having possession of any Unit
S0 to-return shch Units. Each Unit returned to the Lessor pursuant
to‘this Section 11 shall (i) be in the same operéting.order, repair
and condition as when originally delivered to the Lessee, reasonable
wear and tear and modifications,. if any, permitted by this Lease
excepted and (ii) meet the standards then in effect under the
Interchange Rules of the Association of American Railroads, 1if
applicable, or such comparable'standérds as may then be in efféct.
" For the purpdse of delivering possession of any Unit or Units to the
Lessor as above required, the Lessee shall at its_own cost, expense
and risk: N |

(a) forthwifh place such Units in such reasonable storage
place on the Lessee's lines of railroad as the Lessor may
designate'br, in the absence of such designatiﬁn,_as_the Lessee
may select; prbvided,that, in the event the Lessor may designate
storage tracks which are then wunavailable either because such
tracks are then being used to store equipment owned by a third
party pursuant to a contractual obligation of the ‘Lessee to
provide storage therefor or because the storage of the Units on
such tracks would materially impair the ability of the Lessee to
meet

its obligations to perform services as a common carrier to the
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pubiic_thén tﬁe‘Lessée agrees to so store the Units updh suChv
v‘otheristdrage tracké as éhall,then be.so available and nearest

N to such:stprage tfacks-designéted’by the Lessor;
| (b)  permit..the Lessor  to _store1 such Units in  such
reasonable stofage place  dn the Lessee's lines Of ‘railroad‘
‘without charge for insurance, rent or storage until such Unifs
have been sOld,‘leaSed or othérwise disposed of by the Leséor;_

and | |

.](é) tranéport the ‘Units to any place on the lines of
railroad operated by fhe Lessee or to any connecting carrier fbr

shipment, all as the Lessor may direct in writing.
The assembling, delivery, storage, transporting, of. the Units as
hereinabove brovided shalL‘be at the expense and risk of the Lessee
and are of the essendé of this Lease; and, upon application to any
court of equity haviﬁg jurisdiction in the premises, the Lessor
shall be entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee as set forth herein.
During any storage period, the Lessee at its 'own cost and expense
will permit the Lessor or any person designated by it, including the
authorized representative or representatives of any prospective
.purchaser or user or any such Unit, to inspect the same; provided,
hoﬁever, that the Lessee shall not be liable for any injury to or
the déath of, any person exercising, either on behalf of the Lessor
or any prospective purchaser or wuser, the rights of inspection
granted under this sentence, except in the case of negligence or
wilful misconduct of the Lessee or of its employees or agents to the
extent otherwisé provided by law. In the event that the Units or

any thereof are sold, the Lessee shall pay to the Lessor the per
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diem interchange for each such Unit which shall not be assembled,
delivered and stored, as”hereinabove provided, by the date of such
sale for each day from the date of such sale to the date of delivery
to the purchaser thereof.

| without in any way limiting the obligation of the Lesseé under
the foregoing provisions of this Section 11, the Lessee hereby
irrevocably -appoints' the Lessor as the agent and attorney of the

Lessee, with full power and authority, at any time while the Lessee
is obligated to_deiiver possession of any Unit to the Lessor, to
demand and take possession of such Unit in the name and on behalf of
the Lessee from whosoever shall be in possession of such Unit at the
time, .and to give all appropriate ﬁotices and directions to the
Association of American Railroads to change the registration of such
Unit from the Lessee to the Lessor as the Lessor may direct.

SECTION 12. Assignment, Possession and Use. This Lease shall

be assignable in whole or in part by the Lessor without the consent
of the Lessee; but the Lessee shall be under no obligation to any
.assignee of the Lessor other than the Secured Party, except upon
written notice of such assignment or reassignment from the Lessor.
All the rights of the Lessor hereunder {including, but not limited
to, the rights under Sections 6, 7, 10 and 18 and the rights to
receive the rentals payable under this Lease) shall inure to the
benefit of the Lessor's successors and assigns, including the
Trustor, and the Seﬁured Party, except to the extent that the same
may be limited in any assignment thereof. Without 1limiting the
foregoing, the Lessee further acknowledges and agrees that (i) the
rights of any such assignee in and to the sums payable by the Lessee

under any provision of this Lease shall not be subject to any
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abatement whatsoever and shall not .bé subject to any defense,
setoff, counterclaim or1récoupment whatsoevef whether by reason df
'failure pf_or defect in the Lessor's title, or any interruptionAfrom
whatsdever_éause_in the use, operation or possession of the Units or
- any part thereof, or any damage to or loss or destructioﬁ of the
Units or.any part thereof, or by reason of any other indebtedness or
liability, howsoever and whenever arising, of the Lessor to the
Lessee or to any other person, firm or corporation or to any
governmental authority or for any cause whatsoever, .it being the
intent hefeof that, except in the event of a wrongfui act on the
part of such assignee, the Lessee shall .be unconditionally and
absolutely obligated to pay such éssignee all of the rents and other
sums which are the subject matter of the assignment, (ii) said
assignee, shall, if an Event of Default, or ahy eventvwhich with the
lapse of time or the giving of notice, or both, would constitute
such an Event of Default, shall have occurred and be continuing,

have the sole right to exercise all rights, privileges and remedies
(either in its own name oI in the name of the Lessor for the use and
benefit of said assignee) which by the terms of this Lease are
permitted or provided td-be exercised by the Lessor (except those
rights, privileges and rémedies relating to amounts payable only to
the Lessor pursuant to Sections 6, 9, and 18 hereof which shall
remain enforceable by the Lessor or fhe Trustor, as the case may
be), but if no Event of Default or event which with the lapse of
time or giving of notice, or both, would constitute an EQent of
Default, shall have occurred and be continuing, said assignee and
the Lessor may each exercise their respective rights, priviieges and

remedies stated in this Lease to be provided for their respective
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benefits,‘ and (iii) all. qbligatibns of the Lessor to the Lessee
under this Leaséf shall be enforceable by the._Lessee against, and 
}only against, the Lessor.

Lessor répresents'and warrants that‘itvhas_obtained final ordef
(i.e., one as to which no appeal has been 'taken prior to the
ekpiration of the 'time‘ allowed for appeal) of the court having
jurisdiction over the Rock ‘Island Reorganiéatioh Proceedings,
' aﬁthoriiing relinquishment of the Units to the Lessor.
Notwithétanding éhy‘other provision of this'Lease to the contrary,
if the Lessee shall lose possession of any Unit as a result of the
Lessor's failure to abtain éuch final order, this Lease ‘shall
terminate as to such Unit on the date (the "Return Date™) that the
Lessee lost possession. Thereafter, the Lessee shall have ho
further .obligation under this Lease for such Unit except> the
obligaﬂion‘to pay rent accrued to the'Lessee before the Return Date
which did not arise as a reéult of such termination. |

So‘long as no Event of Default hereunder or event of default
under the Security Document shall have occurred, the Lessee shall be
entitled to the possession‘of the Units in accordance with the terms
of this Lease but, without the prior written consent of the Lessor
and the Secured Party, the Lessee shall not assign or transfer its
leasehold interest under this tLease in the Units or any of them,
except és_hereinafter provided in this Section 12. The Lessee, at
its own expense, will promptly pay or discharge, or make adequate
provision for the‘satisfaction or discharge of, any and all sums,
debts, taxes, charges, assessments, obligations, or claims by any
party. which, if wunpaid, might become a 1lien, charge, security
interest or other encumbrance (other than an encumbrance created by

the Trustor, the Lessor, or the Secured Party and not the result of
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an Event of Default or resulting from claims against the Trustor,
the Leésor, or the Secured Party not related-to the ownership of the
”Units, or liens for taxes for Which Léssee is:not liablé pursuant-toV
this Lease'dr liens arising from- the Rock Léasé, for which_Lessee is
not liablé pursuant to this Leasg) uponvor_with respect to any_UHit
or  the intérest of lthe Lessor, the Secured Party or the Lessee
therein,:and will promptly discharge any such lien, claim, sechity»
interest or other encumbrance which arises, but this Séction. 12
shall not require the paymeht of any such debt, tax, chafge,‘_
assessment, obligation or claim so long as the validity thereof'
shall be contested in good faith and by appropriate legal
probeedings, provided that such contest will not materially endanger
the rights or interests of the Lessor or of the Secured Party and
the Lessee shall have furnished the tLessor and the Secured Party
with an opinion of counsel to such effect. If the Lessee does not
forthwith pay and discharge, or cause to be paid and discharged, or
make adedUate provisions for the satisfaction or discharge of, any
such debt, tax, charge, assessment, obligation or claim as required
by this Section 12, the Lessor or the Secured Party may, but shall
not be obligated td, pay énd discharge the‘same and any amount so
paid shall be secured by and under this Lease and the Security
Document until reimbursed by the Lessee.

So long as the Lessee shall not be in default under this Lease,
_the Lessee shall be entitled to (a) the possession and use of the
Units in accordance with the terms hereof, (b) sublease any Unit to
a responsible party satisfactory to the Lessor and the Secured Party
for periods up_to six months, and (c) permit the use of the Units

upon connecting and other carriers in the wusual interchange of
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“traffic or pursuant to run-through agreements, but _dnly ubcn and

vsubject 'td all the terms and conditions of this Lease, and the

-_Security Document; provided, however, .that the Lesséé shall not
_permit ét any time ‘the use ‘of. any Unit to service involving. the
:operation and maintenance thereof outside the continental United
States of America‘-within the meaning. of Section 48(a) of the
Internal Revenue Code of 1954, as amended to August 20, 1979
(hereinafter called the Codej, nor shall the Lessee permit the use
which would cause such Units to fail to qualify as "Seétion 38
prOpefty" within the meaning of the Code. The Lessee may receive
and retain compensation for such use from other railroads so usihg
any of the Units. No assighment or sublease entered into by the
Lessee hereunder shall rélieveA the Lessee of any liability or
obligation hereunder which shall be énd remain those of a principal
‘and not a sufety.

| | Nothing in this Sectionllz shall be deemed to reétrict the'right
of the Lessee to assign or transfer its leasehold inte:est under
this Lease 1in the Units or possession of the Units to any solvent
corporation incorporated under the laws of any state of the United
Stétes of America or the ODistrict of Columbia (which shall have
spebifically assumed the obligations of the Lessee hereunder by ah
appropriate instrument in writing) into or with which the Lessee
shall have Dbecome merged or consolidated or which shall have
acquired the property of the Lessee as an entirety or substantially
as an entirety, provided that such éssignee or transferee will not,
upon the effectiveness of such merger, consolidation or acquisition,
be in default under any provision of this Lease and that such merger

or consolidation or acquisition of properties shall not alter in any
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way the Leséee's obligatiohs to the Lessor hereuhder which éﬁail be
and remain those of a principal and not a guarantor. | |
 In case of aﬁy sale or conveyance of all or substantially all of
the lines of railroad of the Lessee, or of the lines of the Lessee
‘ on Which>a substahtial portioh of the Units are used, the purchaser,
or traﬁéferee of the purchaéer,.shall:not be at liberty.to refuse to
accept perfbrmance of - this Lease or fo disaffirm it énd any' such
purchaser and any such tranéferee shall assume and agree'to per form

each and all of the obligations of the Lessee hereunder.

SECfIDN 13. Renewal - Options. Provided that this Lease has
not been earlier terhinated and the Lessee 1is not in default
hereunder, the Lessee may by written notice delivered to the Lessor
not less than six months prior to the end of the originél term of
this Lease elect to extend the term of this Lease in respect of all,
but not fewer than all, the Units then covered by this Lease for one
additional three-year term of this Lease at a quarterly rental equal
to $600 per Unit, such rental shall be péyable in arrears on
November 15, February 15, May 15 and August 15 in each year of the
extended term of this Lease. |

Provided the Lessee exercises the renewal option provided in the
first pa:agraph'of this Section 13, and provided that this Lease has
not been earlier terminated and the Lessee is not default hereunder,
the Leséee may by written notice delivered to the Lessor not less
than six months prior to the end of the extended term of this Lease
as provided in the first paragraph of this Section 13, elect to
extend the term of this Lease in respect of ail, but not fewer than
all, the Units then covered by this Lease for one additional five

year period commencing on the scheduled expiration of the extended
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fterm'of this:Leaee,_at a quarterly rental rate'equal to the Falr
-Market Rental Value of each Unit then subJect to thls Lease, such'
vrental shall be payable in arrears on November 15, February 15, May
15 and August 15 1n each year of such extended term of thlS Lease |

'"Falr Market Rental Value" shall be determlned on the b351s of_,

‘»the value whlch ‘would be obtalned in an arms'-length transactlon _f:,'

between an 1nformed, and w1lllng lessee—dser ‘(other than a lessee

 current1y in eosseseien) and an informed and willing’lesser under no
cempulsion to lease If, 'after 60 days from the glVlﬂg of notice by
the Lessee of the Lessee's election to so further extend the term ef
~this Lease pursuant to the second paragraph of thlS Section 13, the
'Lessor,and the Lessee afe.unable to agree upon a determination of

the Fair Market Rental Valee of the Units, such value shall be
determined in accordance with the foregoing definition by the
following appraisal -pfoceduret If gither party to such
determination shall have given written notice to the other
'requesting determination ef such value by this appraisal procedure,
tthe'parties shall consult for the purpose of appointing a qualified
independent appraieer by mutual agreement. If no such appraiser is
$O appointed within 20 business days after' such notice is given,
each party shall appoint an independent appraiser within 25 business

days'after such notice is given, and the two appraisers appointed
shall within 35 business days after such notice is given appoint a
"third independent appraiser. If no such third appraiser is
appointed within 35 business days after sdeh notice is given, either
party may apply, to make such apeointment, to . the American
Arbitration Aesociation, and both parties shall be bound by any

appointment so made. Any appraiser or appraisers appointed pursuant
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to the foregbing procedure shall be instructed to determine the‘Fair
Market 'Rentalv Value of the Units pribr to the expiration of the
extended te;m of this Léase;_ If the parties shall have apbointed a
singleAappfaiser_or if eithér party shall havévfailed_td éppoint an
apﬁfaiéer, fhe determinétion of Fair Market Rental ‘Valuev of the_
single éppraiser» appointed shall be final. If »threé appraisers
shall be appointed, the determination of the appraiser which differs
mqst,frdm the other two appraisers shall.be excluded, the remaining
two detefhinations shall be éveraged and such average shall be final
and bihding uponv the parties hereto as the Fair Market Rental
Value. The appraisal proceedings shall be conducted in accordahce
 with the Commercial Arbitration Rules of the American Arbitration
Association as were in effect on the date of appointment of the
final appraiser, excépt as modified hereby. The provision for this
appraisal procedure shall be the exclusive heans of determining.Fair
Market Rental Vvalue ahd.shall be in lieu of any judicial or other
procedure for the determination thereof, and each party hereto
hereby consents and agrees not to assert any judicial or other
procedures. The expenses of the appraisal procedure shall be borne
by the Lessee.

Provided that this Lease has not been earlier terminated and the
Lessee is not iﬁ default hereunder, and in the event the Lessee has
elected to extend the original ferm of this Lease pursuant to this
Section 13 and the Lessor elects to sell any Units to third parties
at the'expiratidn of the term of this Lease (as so extended under
this Section 13), the Lessee shall be given written notice of such
election prior to the expiration of the term of this Lease, as so

extended (such date being hereinafter called the Expiration Date).
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Subject to'the first'senténce of this paragraph, in the event that
the Léséor' shall receive, priorA'to $0 days after: the Expiration
_Date,‘a'boha fide offer in writing from énothervparty_to purchase
the Units'ahd the T:ustor electé_to‘sell the Units pursuaht to such
_dffer, tHe Lessor shall"cause ‘the Trustor fo ine hotice to the
Lesséevbf shch offer. Suéh'notiCe shall be given to the Lessee on
‘any ‘date between 60 days before and §0 days after the Expiration
.Date and.shall'include the price and, if suCh,dffer was for other
‘than solely cash, the other terms and conditions offered by the
other party to the Trustor. The Léssee shall have the sole rigHt
and option, for a pe:iod of 20 days from the date of delivery of
such notice, to purchase the Units for cash at the price, or at the
price and (after giving effect to credit standing of the Lessee at
the time of exercise of 'such pufchase right) on substantially
similar terms,and conditions, at which the Units are proposed to be
" sold. The Lessee shall exercise such'purchase right by delivery to
the Trustor of a written notice specifying a date of purchase, which
date shall not be later than the later of (i) 15 days after the date
of delivery of such notice by the Lessee to the Trustor or (ii) 45
daysvafter the Expiration Date. In the event that the Lessee shall
have delivered a notice of its election to purchase the Units, this
Lease (including the obligation to pay rent at the rental rate
applicable to the last extended term of this Lease) shall be further
extended or renewed upon the same teims and conditions set forth
:herein from the Expiration Date or the date such notice 1is
delivered, as the case may be, until the date of such purchase.

SECTION 14. Return of Units upon Expiration of Term. Upon

the expiration of the term of this Lease or ény renewal thereof with
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respect to eey Unit, the Lessee will, at its.own cost_ane7expense;
at the reduest of the'LeSSOr; cause each_Unit'to be transported to -
: such point or boints on the Lessee's lines as shall be designated by
'the Lessor and reasonably acceptable to Lessee 1mmed1ately prlor to'
such termlnatlon and arrange for the Lessor to store such Unlt on
any of the Lessee's llnes of rallroad or premises approved by the
Lessor for a perlod commencrng on the date of its arrival at any
such point and extendlng thereafter to a date not later than 120
dayS-from.the date at which at least 95% of such Units. are first
placed in storage pursuant to this Section 14, ‘the assembly,
delivery, storage and transpbrtihg of such Unit to be at the expense
and risk of the Lessee. During any such storage period the Lessee
will permit the Lessor or any person designated by it, including the
~authorized representative or representatives of any prospective
purchaser or wuser of such Unit, to inspect the same; provided,
however, that the Lessee shall not be liable for any injury to or
- the death of any person exercising, either on behalf of the Lessor
or any prospective purchaser or user, the rights of inspection
granted under this sentence, except in the case of negligence or
wilful wrongdoing of the Lessee or of its employees or agents and
except to .the extent otherwise provided by law. The assembly,
delivery, storage and transporting of the Units as hereinbefore
provided are of the essence of this Lease, and upon application to
any court of equity baving jurisdiction in the premises, the Lessor
shall be entitled to a decree against the Lessee requiring specific
per formance of the covenants eF the Lessee so to céuse the assembly,
delivery, storage and transporting of the Units. Each Unit returned

to the Lessor pursuant to this Section 14 shall (i) be in the same
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operating order, répaif and condition as wheh'originally-delivered
to ﬁhe Lésseé, reasonablé‘wear and tear excepted, (ii)_havewattached
oi affixéd thereto_any Alteration, title to_which is ih the Leésor
pursuaht .Eof.Séction-'9, hereof, and. have removed; therefrom- at the
- Lessee's expense ényApart‘or addition title to which is yestéd inA
the Lessee pursuant to such Section 9 and (iii).meet the Standards
then in effect for 'such ‘Units under. the Interéhange'»Rules of the
Association of American Railroads,.if'applicable, and_the applicable
rules of ény goVernmental agency or other  organization with
juriédiction. If any'Unit.sufFers a'Casuélty Occurrence during any
storage period provided for in this Section 14, prior to its return
to the Lessor, the Lessee shall pay to the Lessor the Casualty Value
éf such Unit as determined in accordance with Section 7 hereof.. All
gross amounts gearned in respect of any Unit shall, from and after
the termination of this Lease as to such Unit, belong to and be the
prdperty of the Lessor. In the event that by the 120th day after
the termination of the term of this Lease the Lessee has'not, at the
réquest_ of the lLessor, caused at least 95% df the Units to be
transported to such poiqt or points as shall have been designated by
the Lessor pursuant to this Section 14, the Lessee shall pay to the
Lessar the per diem interchange multiplied by the number of Units
equal to the difference between 95% of such Units and the number of
Units previously delivered pursuant to this Section 14 (such number
to be determined on each day) for each day from such 120th day to
the date on which at least 95% of the Units bhave been so
transported. If, after the termination of the storage period
bprovided in this Section 14, any Units have not been so transported,

the Lessee shall pay to the Lessor the per diem interchange for each
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'Unit'not'spjtransported for-each day'aftef the end of-such.storage
period until $uch_Unit or Units have3beeh s} trénspﬁrtedj provided,
howeVer; that if any Unit has not éuffered_a Césualty‘Occurrence”
prior to the first_énnivérsary OF'the terminétion'of-this,Lease and
has not been so trahsborted within one year after the termihatidn of -
ﬁhe term'of this Lease, such Unit shall be deemed to have suffered'a'
Casualty Occurrence and the Lessee shall pay or cause to be péid to
the Lessor, on the 10th day after tﬁe expiration of such year, an
amount equal fo the greater of (x) the Casualty‘Value of sucH Unit
as of such payment date or (y) the Fair Market value of such Unit as
of the date this Lease terminated, assuming such Unit had not
experienced a Casualty Occurrence and was then in the condition
required to be maintained by the terms of this Lease. IF, after 10
days from the expiration of such year, the Lessor and the Lessee are
- unable to agree upon a determination of the Fai: Market Value of any-
such Unit, such value shall be determined in accordance with .the
appraisal procedure specified in the third paragraph of Section 13
hereof, and payment of such amopunt shall be made oh “the fifth
business day following the determination of such Fair Market Value.
"Fair Market Value" shall be detefmined on the basis of the value
which would be obtained in an arm'selength traﬁsaction between an
informed and willing buyer (other than (i) a lessee currently in
possession and (ii) a used equipment dealer) and an informed and
willing seller under no compulsion to sell. |

Upon the expiration of the original term of this Lease on August
15, 1997, if the Lessee has not elected to exercise the renewal
option permitted in the first and second paragraphs of Section 13

hereof, the Lessee will deliver to the Lessor and the Trustor a
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f-certificate of ‘an officer of the Lessee to the effect that (a) no
liens, charges, security interests or other encumbraﬁces (except an
encumbrance resulting from claims against fhe Lessor, the Trustor
and,excépt’for liens for taxes for.which'tﬁe Lessee is not liable
‘;pUrsqant ‘to this Lease and liens arising from the Rock Lease. for
‘which-the Lessee is'not'liable puréuént to this Lease) WEre as of
'the date ’upon which the original term: of this Lease shall have
gxpired, imposed on or with respect to any Unit, any accession
_ théreto, or the interest' of the Lesscr, Secured Party, or the
Trustor therein; {c) the Units héve been returned to the Lessor
pursuant to this Section 14 in the same operating order; repair and
condition required by the first paragraph of this Section 14 and (d)
the Lessee no longer has any interest in the Units under the Lease
or otherwise. If a certificate of an. officer of the Lessee is
required to be furnished pursuant to the preceding sentence, .the
certificate described in clause (a) in the preceding sentence shall
be furnished on the date upon which the original térm of this Lease
shall have expired, and the certificates descfibed in clauses (b),
(c) and (d) in the preceding sentence, in addition to being
furnished on the date upon which the original term of this Lease
shall have explred, shall be furnished on a monthly basis, beginning
on the next ensuing month, and such certificates shall cover each
Unit returned during the préceding 30 calendar days and shall apply
to each such Unit as of the date such Unit was returned pursuant to
the provisions of the first paragraph of this Section 14. Upon the
expiration of any extended term of this Lease, if the Lessee shall
not have elected to exercise any further renewal option or if the

Lessee shall have no such further renewal option, the Lessee shall
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deliver to the Lessor a certificate or certificates of an officer of
the- Lessee to the foregoing effect, with such conforming changes as

Shallvbe.appropriate under the tircumstances.

<,SECTION 15,1 Lessor's Right :tb Perform for the LeSséé;gv If -
"after notice fhe Léssee'Fails to perform or CQmply with ény of‘its
agreehéhts contaihed herein, the Lessor or the Secured Party éhall
have the right but not the duty to perform or comply with such
" agreement and to take all éuch'acticn as may be necessary to obtain
—sﬁch' compliance. Any paymenﬁ so made by any such party and all
cOsfs’and.éxpehsés.incurred in connéction with sﬁch performance or
compliance, including attorneys' fees, together with intérest on
such amount at the rate of 12% (or such lesser amogunt as may be
legally enforceable) shall be payable by the Lessee upon demand as
additional rentallhereunder.

"SECTION 16. Interest on Overdue Rentals. Anything to the

contfary herein contained notwithstanding, any nonpayment of rentals
and other ‘obligations due hereuhder shall result in the obligation
on the part of fhe Lessee promptly to pay an amount equal to 12% per
annum on the overdue rentals and other obligations due hereunder for
‘the period of time during which they are overdué.

SECTION 17. Notices. Any notice required or permitted to he
givén by either party hereto to the other shall be deemed delivered
three business days after deposit thereof at any United States main
or branch_ post office, registered or certified mail, postage
prepaid, addressed as follows:

If to the Lessor: The Connecticut Bank and Trust Company

One Constitution Plaza

Hartford, Connecticut 06115
Attention: Corporate Trust Department
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If to

If to

If to

Partys

If to

the Trustor:

the Leséee:

the Secured

Hlllman Manufacturing Company
Post QOffice Box 510 .
Brownsville, Pennsylvania 15417
Attention: Secretary

Grand Trunk Western Railrocad Company'
131 West Lafayette Boulevard
Detroit, Michigan 48226
Attention: Secretary

First Security Bank o? Utah, N.A.

- 79 South Main Street

Salt Lake City, Utah 84111
Attention: Trust Division, Corporate
Trust Department

the Note Purchaser:

City of Flint, Michigan,
Employees Retirement System
City of Flint -

City Hall

Flint, Michigan 48502

~Attention: Mr. Charles T..Lunn

with copies to:

Securities Counsel Inc.
408 Wildwood

"Jackson, Michigan 49201

Attention: Fred Burt
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‘or addressed(toiany party at such address as such party shall
| 'hereaftef furnish ,fo the vofher  parties in writing. Any .
certificate;_docuhent or report required to be furhiéhed byvany
‘party‘ hereto to the other parties shall be delivered to the
addresé‘Set,fdrth abové or so furnished for such party. Any .
notice to the Lessee by the Seéﬁred Party or the Note‘Purchaser
regardiﬁg the ‘Lessee's “failure to perform .ény obligation
hereunder }shall also be furnished by the Lessee to

the Leésbr;lbut the failure to do so shall not affect any right ar
remedy of the Secured Party

SECTION 18. Federal Income Taxes. The Rock Lease was entered

into on the basis that the Trustor, as the beneficial owner of each
Unit, shall be entitled to such deductions, credits and other
benefits provided by the Internal Revenue Code of 1954, as amended,
(hereinafter called the' Code) to an owner of property, including
without 1limitation, (a) deductions for depreciation of each Unit
-uhder section 167 of the Code commencihg in the year that such Unit
is deli?ered to the Lessor under the Security Document computed on
the basis (i) that each Unit wili have a basis under section 167(g)
of the Code at least equivalent to the Purchaée Price of such Unit,
(ii) initially of thé declining balance method, using a rate eqgual
to 200% of the straight line rate, switghing to the sum of the

years-digits method authorized by section 167(b)(2) and (3) of the
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Code, in. the year in which such .switch will result in a ‘Qreater
deduction 'thaﬁ would be -available  under the declining balance |
mgthod, withoUt dbtaining the éohsent‘ of the Commissioner of the
Interﬁal Revenue (iii) of thé assét depreciation range and class
life system hérmitted by section 167(m) of the Code énd Income Tax

Regulation ‘i.lé?(a);il and (iV) of éh asset'depreciati0n périodbof
12 years (hereinafter called fhe ADR DeductionsS, (vdl‘of a nei
salvage value. of 'zérc after the reduction permitted_vby section
167(F) bf-the Code and (vi) that the Units of Equipment shall be
treated as having been placed in sefvice on the respecfive dates on
which they were accepted and delivered under the Rock Lease and the
Security Document (hereinafter called the ADR Deductions), (b)
deductions with respect to interest on the Notes when paid or
accrued, in accordance with the method of accounting on the basis of
which the Trustor regularly computes its income provided such basis
- is authorizéd by and fully conforms to the prdvisions of section 163
of the Code (hereinafter cailed the Interest Deductions), (c) an
investment credit pursuant to section 38 of the Code in the year
that each Unit was delivered to the Lessor under the Security
Document at least equal to 10% of the Pd:chase Price of such Unit
(hereihafter called the Investment Credit):. The Rock Lease was also
entered into on the assumption that (1) for Federal income tax
purposes all amounts includible in the gross income of the Trustor
with respect to the Equipment and all deductions allowable to the
Trustor with respect to the Equipment will be treated as derived
from, or allocable to, sources within the United States, and (2) for
- purposes of computing the ADR Deductions with respect to the

Equipment for the calendar year in which the Units of Equipment were
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“firstvplaced in serVice,_the Trustor would be entitled to elect and
would elect the half-year convention. | |

‘ " The Lessee understands that the Trustor. (a) has clalmed on its
Federal 1ncome tax returns the Investment Credlt the ADR Deduetlons.
}and‘the Interest Deductions, respectively, (b) has treated on its
- Federal inceme tax returns ﬁhe income and deductions with respect to
the Equipmeht.as defived-from, er allocabie to; sources w1th1n the
United States, and (c) bhas caused the Lessor to enter into this
Lease with the understanding that,'at all times during the term of
-the Lease, eech Unit will censtitutel"Seetion 38 property" within
the meaning of Section 48(a) of the Code.

The Leseee agrees that neither it nor any corporation controlled
by it, in coﬁtfol of it, or under common control with it, directly
or indirectly, will at any time take any action or file any returns
or other documents inconsistent with any of the foreg01ng provisions
of thlS Sectlon |

The Lessee agrees to use its best efforts to maintain sufficient
records to verify the amount of income and deductions in respect of
each'Unit of Equipment allocable to sources within and without the
United States. The Lessee agrees to give the Trustor, within &0
days after request therefor, written notice describing the amount of
income and deductions allocable to sources within and without the
United States and specifying.in reasonable detail the basis on which
such allocations were made, if such information is required in
conneetion.with an audit by the Internal Revenue Service of the tax
returns of the Trustor. In addition, within 90 days after the end
of each calendar year, beginning with the year this Lease 1is

executed, the Lessee agrees to furnish to the Trustor a statement to

58



the effect that none of the Equ1pment has been used outside of the
continental United States other than in Canada or Mex1co ‘on ‘a
temporary basis not exceeding 90 days during the preceding calendar
~year; or if any of the EqUipment was . used out31de the United States
during such year, giVing the appropriate details of any such use,
which statement shall be 51gned by the Vice: PreSident Finance or
Treasurer of the Lessee.

/ If, for Federal income tax purposes; as a result of (1) the
inaccuracy af any statement' made py_ the Lessee' in any document
.furnished to the Lessor or the Trustor by the Lessee (or any
iofficer, agent or employee thereof); or (2) the noncompliance,
breaeh, or misrepresentation by the Lessee with or of any,provision
of this Section; or (3) the use of any Unit by the Lessee in such a
~way as to disqualify it as "section 38 property" within the meaning
ot section 48(b) ofl the .Ccde or as property eligible for the ADR
Deduction; or (4) any actions or omissions by the Lessee, except any
actions or omissions permitted by the terms of this Lease, and any
of the specific oecurrences or events specified in the eighth
paragraph of this Section, (a) the Trustor shall not be entitled to,
or shall suffer a disallowance or recapture of or shall lose the
benefit of, or shall lose the right to claim (including a good faith
determination based upon the opinion, to be obtained at the cost of
the lLessee, of independent tax counsel of the Trustor approved by
the Lessee ("Special Tax Counsel"), which approval shall not be
unreasonably withheld, that such claim is not allowable), all or any
portion of the Investment Credit, the ADR Deductions or the Interest
Deductions or (b) any item of income or deduction with respect to a

‘Unit shall not be treated as derived from; or allocable to, sources
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within the.United,States (any such event described in clause (a) or
(b) of this 'paragraph being, hereinafter ‘called a Loss), then the
Lessor at the option and direction of Trustor, affer receiving
written notice from “the Trustor of such  Loss together with a
'cértificate hf an officer of the Trustbr.uéed in calculating such
Loss and the amount or amounts of the payments required to be paid
pufsuant to clause (i)Aor (ii)‘below (such notiée ahd certificateA
being hereinafter collectively called the"Net Economic Return
Notice); shall either (i) commencing with the next rental payment
date occurring more than 3D'days after receipt by thé Lessor of the
Nef Economic Return Noticé, which Net Economic Return Notice may not
be delivered more than 30 days prior to payment by the Trustor of
the tax which becomes due as a result of the Loss,v increase the
:ental payments under this Lease over its remaining term by such an
amount which shall cause the Trustor;s'after‘tax economic4yieid to
equal the after-tax economic vyield (such economic yield being
hereinafter called the "Net Economic Return”) that would have been
reélized by the Trustor if such Loss'had not occurred, such increase
- in the rental payments to be made directly to the Trustor, or (ii)
within 30 days of recéipt of the Net Economic Return Notice, cause
the Lessee to pay to the Trustor in lump sum the amount as shall, in
the reasonable opinion of the Trustor, be required to provide the
Trustor with the Net Economic Return that would have been realized
by the Trustor if such Loss had not occurred. If the option under
(ii) above is selected, then to the extent any Loss rTesults in a
later benefit. to the Trustor which has not been taken into account
in'determining the lump sum payment, payment will be made to the

Lessee at the time such benefit is realized; provided, however, that
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the Trustor shall not be obligated to nake any payment pUrsuant to
B this sentence to the extent that the amount of such. payment would
exceed (x) the amount of all prior ‘payments by the Lessee to. tha
'Trustor pursuant to the OptlDﬂ spec1fled in (il) above in respect of
va Loss less (y) the amount of all prior payments by the Trustor to
~the Lessee~hereunder, and the amount by wthh such payment would
exceed sucn amounts snall reduce pro tanto any subsequent obligation
of the Lessee to make any.payments to the Truator pursuant to the
option speoified in (ii) above. The adjustments required to be maoe
pursuant tovthis paragraph shall be made by the Trustor and shall be
computed using the eame method 'and assumptions as were utilized by
tne Trustor in originally evaluating the transaction except for the
assumption that resulted in such adjustments.

In the event that the Trustor suffers a Loss and the Trustor and

thé Lessee are unable to agree, within 60 days following the -

Lessee's receipt of a Net Economic Return Notice, or the indemnity
amounts or amounts required to restore the Trustor's 'Net Econonio
" Return, then the Lessee shall pay in a lump sum within 30 days after
expiration of said 6é0-day period such amount as shall, in the
reasonable opinion of the.Trustor (regardless of whether the Lessee
agrees therewith) be regquired to provide the Trustor with the Net
Economic Return that would have been realized by the Trustor if such
Loss had not occurred.

Any late payment by any party hereto of any of its obligations
under this Section shall result in the obligation on the part of
such party promptly to pay an amount equai to interest at the rate
per annum equal to 1% over the Prime Rate compounded quarterly on

the overdue payment. Prime Rate as used herein shall mean the rate



per annﬁm which The Chase Manhattan Bank, NfA;, New York; Néw York,
tharges for»90-déy uhsecufed.loans to large corporate borrowefs~of
thé highest- credit"standing~'from time to time in effect fof the
period such interést is payable. |
o NotwithstandingAanything to the contrary set forth hereinaboye,t
'Ano amount shall bé'péyable as an indemnity hereunder in réspect of
any. Loss to the extent .such Loss is the result of any of the
following: | |
| - (i)' a volUntary transfer 6r voluntéry disbosition (whether
_prior ﬁo,'during or éfter the term of this Lease), of any Unit
or of the interest of the Trustor ihvany Uﬁit or the rentals
under this Lease, or any trénsfer or disposition of any Uniﬁ or
of the interest of the Trustor in any Units or the rentals under
this Lease, whether voluntary or involuntary, which results from
bankruptcy or other proceedings for the relief of debtors in
which the Trﬁstor is the debtor, unless, in each case, such
transfer or disposition is hade (A) as a'direct result of an
.EQent of Default, as defined in'this Lease, which has 6cpurred
and is continuing; (B) in connection with any alteration,
modification of addition to any Unit; or (C) with the consent of
the Lessee;

(ii) the failure of the Trustor to claim in a timely manner
the Investment Credit, the ADR Deductions (including making all
appropriate elections under the applicable Inbome Tax
Regulations), the Interest Deductions or any foreign tax credit.
or to make a timely election, if permitted by the Code, to treat
income and deductions : with

respect to the Units as derived from, or allocable to, sources
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‘within the Uhited States,'unless;Speciai Tax Counsel shall have
given ‘its opinion to  the Trustor that such claim is not
vallowable;.--' | |
.' (iii) the Failure,.of the Trust0r  to ‘have sufficient
liability for Federél.»income tax against. which »io éredit 
InVeSfment Credit or'Foreign tax credit or sufficient income to
.benéfit froh the ADR'Déductions or the Interest Deductidns, as
-apblicable; | | |
(iv) }ény residual shafing, quarantee agreement or other .
~voluntary act of the Trustor (either individually or in concert
| Qith others) which is not inbluded in the foregbing clauses and
which 1is nof required or contemplated by this Lease, if entered
into, or any cher document contemplated by any of the foregoing
or entered into in connection therewith;

_(v} a ,changé in the form or type of organization or the

taxable status of the Trustor or any successor or transferee of
"~ the Trustor;

(vi) a Casualty Occurrence with respect to a Unit, if the
Lessee shall have paid all amounts require dto be paid in rspect
of such Casualty Occurrence under this Lease; or

(vii) any amendment to, or change in, the Code or the Income
Tax Regulations which is enacted after June 30, 1979 (whether or
not retroactively effective for any period on or prior to such
date);

- If at the conclusion of an audit the Trustor receives a

preliminary or "30-day-letter" from the Internal Revenue Service
proposing an adjustment in any item claimed in accordance with the

first and second paragraphs of this Section on a tax return or
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.refund claim,of*the.Trustor pursuant fo ﬁhis Section and the amount
of the ihdemnity which fhe Lessee would be required to pay (éfter
taking into account the effecf that the adjustment would have in
pe:iods-not'includéd in the audit),would exceed'$lD0,000.or in the
good ‘faith opinion of the Lessee, ‘the adjustment would have a
| continQihQ or brecedential effect on the Lessee or the railfoad
-industry énd the Leésee so advises the Lessor and”the Trustor in
writing, the Lessee shall not be.required to indemnify the Trustor
unless ‘andv until the Trustor takes the action set forth below,
pfovided”that at any time, whether before or after commencing to
take such action, the Trustor may decline to take such action by
notifying the Lessee in writing that the Lessee is relieved of its
obligatidns to indemnify the Trustor with respect to such adjustment
or any such.portidn specified in such notice. Upon réceipt.df such
‘preliminary or,BO-day letter the Lessor shall promptly nbtify the
'Lessee of the prppoSed adjustment:and, upon receipt within 20 days
‘after Lessee's receipt of such nbtice of a written request to do so
- from the Lessee, the Lessor shéll cause the Trustor to promptly
reQuestifrom the independent tax counsel selected by the Trustor and
'approved by the Lessor‘and the Lessee, which approval shall not-be
unreasonably  withheld (hereinafter called the Trustor's Tax
Counsel), their opinion whether there is a reasonable basis for
contesting in the event such proposed adjustment is contested. If
the opinion is to the effect that there is such a reasonablé basis
the Lessor shall —cause the Trustor to contest such proposed
adjustment beyond the level of the Internal Revenue Servicé auditing
agent by such administrative proceedings, if any, as may be

determined by the Trustor in its discretion. Upon the conclusion of
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-;such administrative proceedings, if'any,-the.Lessor'shaliepromptly-
: notify the Lessee of the Fihal ~adjustment proposed byAthe Internal
‘Revenue Serviee' and, upon recelpt w1th1n 30 days thereafter of a-
w:itten request to do so from the Lessee, the Lessor shall-cause the
.Trustqry tq. prcmptly _request the Trustor's Tax uCounsel"for theif‘
bpihion whether. there is 8 reasonable basis of a favorable
determlnation in the event such flnal adjustment is contested. If
~ the oplnlon is to the effect that there is such a reasonable basis
the Lessor shall cause the'Trustor to contest such final edjustment
in a CUurt.of_competent jurisdiction. - If the Lessee requests'the
Lessor to cause the Trustor to appeal the decision of such e court
or of an intermediate appellate court, the Lessor shall cause the
Trustor to promptly request the Trustor's Tax.'Ccunsel for their
opinion whether there is a reasonable basis for a favorable
determination in the event such decision is appealed. If the
opinion is to the effect that there is such a reasonable b851s, the
Lessor shall cause the Trustor tol appeal such decision. ‘The
Trustor, in its discretien, ~shall determine the initial and any
.appellate court and, if the adjustment relates to an item claimed on
a tax return, shall detefmine whether the proceedings shall be for
redetermination of the deflciency proposed to be assessed by the
Internal Revenue Service or for refund of taxes paid based on such
deficiency. The Trustor shall not be required to take any action as
set forth in this paragraph unless and until the Lessee shall have
agreed to indemnify the Trustor in a manner satisfactory to the
Trustor for any liability or loss which the Trustor may incur as a
result of taking such 'action and shall have agreed to pay the

Trustor on demand all out-of~pocket costs and expenses, including
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without limitation reasonable attorneys' fees and expenses, incurred
by thé Trustor ih connection with taking such action.“in the eQent
_Athat the Trustbr pays the tax resulting from a proposed adjustmént
and proceeds to seek a refund_thereof,‘the_Lessee agreés to pay the
Trustor ah‘émouﬁt equal to interest'at thé rate-bér annum cUrrentiy
charged by the Internal. Revénue Service on deficiencies on the
amount of tax in guestion from the date of payment of such_tax tow'
‘the date of final determination of such adjustment, such amount  to
- be payable in equal installmenfs within each calendar vyear on the
dates on which rental for such period is payable uhder this Lease.
Upon réceipt by the Trusteor of a refund of any tax paid by it in
respect of which the Lessee paid ah amount equal to interest at the
rate provided in the preceding sentence while such tax payment was
contested by the Trustor, Lessor shall cause Trustor to pay an
amount equal to the aggregate amount of such interest to the Lessee
forthwith. Upon completion of the action set forth in this
paragraph, the Lessee's liability with respect to 1its required
indemnity under this Section shall become fixed and determinable.

For purposes of this Section, the term "Trustor” shall include
any affiliated group, within the meaning of Secfion 1504 of the
Code, of which the Trustor is a member if consglidated returns are
filed for such affiliated group for Federal income tax purposes.

If at any time prior Eo the disposition of a Unit in a taxable
transaction, the Trustor is required to include in its gross income
an amouht-in respect of any improvement and/or addition to such Unit
made by the Lessee which is not readily removable from such Unit
without causing material damage to such Unit (such improvements or

additions being hereinafter called Improvements), then the Lessee
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shall pay to the-Truetor, es.an ‘indemnity, such amount‘or amounts
v which,v.affer deduction of all Taxes required to be paid by the
Truster in fespect of the receipt of such amounts, shall be equal to
“the sum of the additional federal,v state or local income taxes
payabie_ by the Trustor from time to time as a fesult ‘of  such
Improvement plus the amount of any inferest, penaities or edditions
to tax payabie- as e. fesult of any such Imerovement '(less any
Federal, state or locai tax benefits resulting from payment of any
ameunts reimbursed hereunder). If as a result of any such
Improvement the aggregate Federal, state and local'incame taxes paid
by the Trustor forHany“taxable year shall be less than the amount of
sudh taxes which would have been payable by the Trustor had_no such
- Improvement been made, then the Lessor shall cause Trustor to pay
the Lessee the amount of'sUCH savings in taxes plus any additional
tex benefits realized by the Trustor as a result of such payment;

provided, hoWever, that the Trustor shall not be obligated'to make

any payment pursuant to this sentence to the extent that the amount
of such payment would exceed (x) the amount of all prior payments by
Lessee to the Trustor pursuant to this paragraph in respect of any
Improvement lees (y) the amount of all prior payments by the Lessor
to the Lessee hereunder, and the amount by which such payment would
exceed such amount shall reduce pro tanto any subsequent obligation
of the Lessee to make any payments to the Trustor pursuant to the
first sentence of this paragraph. For purposes of‘ computing any
amounts payable to the Trustor and any amounts payable to the Lessee
pursuant to this paragraph, the statutory rate of Federal, state cr
local income tax, as the case may be, shall be used. The amount

payable to the Trustor pursuant to this paragraph shall be paid
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within 30 days after receipt of,the’writtén'demand therefor from the
"Leééor (but not briar to payhent by the Trustor oF-the'additianal
téxes» which4 become due as- a -result 'bf the  said _inc1usidn)
“‘accompahied by a'written'sféﬁement”describing.in reaéohable detéil”'
7‘such inclusidn'and‘the éomputéfionrof’the amount so payable. Any

payMent>‘dQe "to the Lessee from the Trustor pursuant to this
’.'paragréphvshall'be paid immediately after the Trustor réalizes the
amant ffom any‘sQCh savings in its income taxes or additional tax
benefits, as the case may be. The Lessor agrees to cause the
Trustor to thtest the inclusion in its groéé,income'of any amoﬁnt
with respect to an Improvement to the extent, and under the
circumstances, set forth in the ninth paragraph bf this Section as:
if such inclusion were a Ldss.

The Lessée agrees that, within 90 days after the close of.any
calendar year (or in the e?ent' that the Lessor gives the Lessee
‘written notice that the Trustof's taxable year closes on a date
spetified thereiﬁ ogther fhan December 31, within 90 days after said
'dateﬁ in which the Lessee has made Improvements, the Leésee will
give written notice thereof to the Trustor, describing such
Improvements in reasonable defail and specifying the cost thereof
with respect to each Unit.

In the event that any indemnity payments are required to be made
by the (essee, or in the event the amount of rentals under this
Lease are adjusted, pursuant to any paragraph of this Section, the
damages and amounts set forth in Section 10 of this Lease and the
applicable Casualty Values set forth in Schedule C to this Lease
shall be appropriately adjusted by the Trustor. The adjustments

required to-be made pursuant to this paragraph shall be made by the
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Trustor.ahd»shall_be bomputed using the éahe'method<and'tﬁe4séme'
‘:assumptions;u'1ncluding, without limifatidﬁ,:‘tax“ rates,"as  wére
utilized by: the T;ustﬁr in originally evéluéting 'the .LeaseA éxceht-
»fo:f.the -assumption that has résultéd ‘in ~such .adjustmeni,_-:ln
_cbnnectién therewith,:the Leésor shall cause the'TrUS£br to ﬁrovide'
the Lessee with a certificate of an officer of the Trustor setting
forth in reasonablé»detail the figures and methods used in making
such calbulations. Ih ﬁhe case of ‘any such adjustments'-in the
damages and amounts set}farth in Schedule C of this Lease and the
‘applicéble Casualty value set forth in Schedule C to this Lease, if
any payment of such damages, amounts or Casualty Values shall have
been made prior to the adjustments made pursuaht to this paragraph,
(é) the Lessee shall pay to the frustor the excess amount which
would have been payable‘on the due date of such payment by reason of
the adjustmenté pursuant to this paragraph or (b) the Lessor shall
cause the Trustor td pay to the Lessee the amount of such payments
in excess of the amount of such payments which would have been
‘payable by reason of the adjustments pursuant to this paragraph.
fhe_ Lessee's vagreemeﬁts to pay any _sUms which may >become payable
puréuant to 1this Sedtion shall survive the expiration _or other
termination of this Lease. |

| The Lesseé shall have the right,'upon‘demand, to have Thayer,
Ringoen & Macdonald, 50 California Street, San Francisco, California
94111, or another independent party selected by the Lessee  and
approved by the Trustor, which approval shall not be unreasonébly
withheld, review any calculations made by the Trustor pursuant to
this Section to determine the consistency of the methods and the

assumptions used in such calculations with those used by the Trustor
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Afin originally evaluating this transaétion and the.accuracy ofiéuth
computations based on such methods and assumptions.

The liability of the Lessee to make indemnification payments‘
buiédént tb this Section shall,v notwithstanding any expirétibﬁ or
termination of this Lease, continue to exist until such inﬁemnify
:payments are made. by the Lessee. 'All indemnity payments under thié‘

Section shall be made directly to the Trustor.

SECTION 19.  Severability; Effect and Modification of

Lease; Third Party Beneficiaries. Any provision of this Lease which

is prohibited or Qnenforceable in any Jjurisdiction shall be, as to
such Jjurisdiction, ineffective to the extent of such prohibition or
‘unenforceability “without invalidating the remaining provisions
| hereof; and any such prohibition or unenforceability in any
;jurisdiction shall not invalidate or render unenforcéablé such
provision ih any other jurisdictioh{

This Lease exclusively and completely states the rights of the
Lessor and the Lessee with respect to the leasing of the Units and
-supersedes all other agreements, orél or written, with resﬁect
thereto, between the parties hereto. No variation or modification
of this Lease and no waiver of any of its provisions or conditions
shall be valid unless iIn writing and signed by duly authorized
signatories for the Lessor and the Lessee and no such variation
shall be made without the prior written consent of the Secured Party
and the Trustor.

Nothing in this Lease shall be deemed to create any right in any
person not a party hereto (other than the Trustor, the Secured

Party, and the Note Purchaser and the permitted successors and
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assigns of a party, each of whiph shall be deémed té be a third
party beneficiaryfhereof)'ahdfthis instrument shall not be construed
in any résﬁedt to be a contract in whole or in'part'fo: the behefit
of ahy_third party éxcept asraforesaid; |

 SECTION 20. Execution. . This Lease may be executed in several

counferbarfs, such counterparts togethér constituting buﬁ one and.
the-same instrument, but the counterpart delivered toAthe Secured
Pafty shall be deemed to be the original counterpart. Although for
convenienée this Lease is dated as of the date first set forth
above, the actual date or dates of execution hereof by the parties
~hereto 1is or are, resﬁectively, the date or dates stated in the
" acknowledgments hereto annexed.

SECTION 21. Law_Governing. The terms of this Lease and all

rights and obligations hereunder shall be governed by the laws of

the State of Illinois; provided, however, that the parties shall be

entitled to ail rights conferred by 49 U.S.C. . 11303.
SECTION 22.  Survival. All warrantiés, representations and
covenants made by the -Lessee herein or in any certificate or other
| instrument delivered by the Lessee or on behalf of the Lessee under
" this Lease shall be considered to have been relied upon by the
Lessor,'vany ~assignee thereof pursuant -to Section 12 hereof
(including, without limitation, the Secured Party) and the Trustor
and shall survive the consummation of the transactions contemplated
hereby regardless of any investigation madevby any such‘party or on
behalf of any such party. All statements in any such certificate or
other instrument shall constitute warranties and representations of

the Lessee.
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SECTION 23, 'LIMITATIDNS oF LIABILITY

It is expressly understood .and agreed by and between the Lessor

~and the Lessee and their respective successors and assigns that thlS‘_‘

| Lease 'is executed by The Connecticut. Bank and Trust Company, not
.indiVidually ~or personally bet'.eoiely' as':frustee'.under“ the Trust
Agreemeht'in the exercise of the powee~and authority"conferred ahd
vested in it asL such Trustee, that. each and all of the
representations, warranties, undertakings andiagreemente herein made
on the part of the Lessor are each and every one of fhem made and
intended not ae personal representations, warranties, undertakings
and agreements by The Connecticut Bank and Trust Compeny or the
.Trustor, or for the purpose or with the intention of binding The
Connecticut Bank and Trust Company or the Trustor personally, but
are ‘made and ‘intended for fhe purpose of binding only the Trust
Estate as defined in the Trust Agreement, that bthis Lease is
executed and delivered by The Cennecticut Bank and Trust Company
solely in the exercise of the powers expreSsly conferred upon The
Connecticut Bank and Trust  Company as Trustee .under the Trust
 Agreement, that actions taken by the Lessor pursuant to its
obligations hereunder may, in certain instances, be taken by the
Lessor only upom specific authority of the Trustor, that nothing‘
herein contained shall be construed as creating any liability on The
Connecticut Bank and Trust Company or the Trustor, individually or
personally, or any incorporation or any past, present or future
subscriber to the vcapital stock of, or stockholder, officer or
director of The Connecticut Bank and Truet Company or the Trustor,
to perform any covenant either express or implied contained herein,

all such liability, if any, being expressly waived by the Lessee and
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by each and every person nor.or heteaftef claiming by,'ﬁhrough or
under the Le;sée, and that so far as The Connecticut Bank and Trust
CQmpényAdr thé,Trustor,-indiVidualiy orvpgrsonally is'concerned, tHe
-?Lessee‘ahd>any persdn élaiming by,'through or uﬁder the Lessee shall
';look solely'tofthe-Trusf Estafe as defined in the Truéﬁ Agreement
for the performance of . any obligatibn under this Leése; provided
that nothing ih.this Séction 23 shall be ébnstrued to limit in scope
orT subSténce those répresentations énd warranties, if any, of Thé
Connebtiput Bank and Trust Company made expressly in its individual
‘capacity set forth in the Participation Agreement and the Security
Agreement. The term "Lessor" as used in this Lease shall include
any trustee succeeding The Connecticut Bank and Trust Company as
Trustee under the Trust Agreement or the Trustor if the trust
created thereby is revoked. Any obligation of the Lessor hereunder
may be per formed by the Trustor, énd any such performance shall not
be construed as revocation of: fhe trust breated by the Trust
Agreement. Nothing contained in -this Lease shall restrict the
operation of the provisions of the Trust Agreement with respect to
its .revocation or the 'resignatioh or removal of the Trustee
thereunder. | | |

| IN WITNESS WHEREQOF, the parties hereto have execﬁted or caused
this ihstrument to be executed as of the date first above written.

GRAND TRUNK WESTERN RAILROAD COMPANY
as Lessee
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THE CONNECTICUT BANK AND TRUST CDMPANY _
not in its individual '~ capacity . but.
solely as Trustee ’ :
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STATE OF CONNECTICUT )

COUNTY OF HARTFORD )

, 1981, before me
personally appeared e T ff , to me
personally known, who belng *“Uly sworn, says that he is
an authorized officer of THE CONNECTICUT BANK ~AND  TRUST
COMPANY, that one of the seals affixed to the foregoing
“instrument is the corporate seal of said corporation, that said

instrument was signed and sealed on behalf of said corporation
by authority of its Board of Directors, and he acknowledged
that the.execution of the foreg01ng instrument was the free act
and deed of said corporatlon :

On this S/

Y

"1’ / 174/ B
AL N Doama e

S0 B

[NOTARY SEAL] | i ' | W
| _ wtmmnub_ﬂ<m.hwmmmmm -

Notary Publlc

My commission expires:

STATE OF MICHIGAN )

, ) SS
COUNTY OF WAYNE )
. e |;; i u’
on this 274  day of _ lusewn. , 1981, before me
personally appeared ﬂﬁg‘ St U { , to me

personally known, who belng by me duly sworn, says that he is
an authorized officer of Grand Trunk Western Railroad Company,
that one of the seals affixed to the foregoing instrument is
the corporate seal of said corporation, that said instrument
was signed and sealed on behalf of said corporation by
authority of its Board of Directors and he acknowledged that
" the execution of the foregoing instrument was the free act and
deed of said corporation. ,

el ezt coepn

4 Notary PUbllC 1. A, DREWER

o
,,,,,
i
y
i

[(NOTARIAL SEAL]

My commission expires:



DESCRIPTION OF ITEMS OF EQUIPMENT

Manufacturer of Equipment:

Description and Mark and
Number of Items of
Equipment '

ACF Industries, Ihcorporated_

20 100-Ton Coveredeopper

.Cars Marked and Numbered GTW

Schedule A

138630 to GTW 138649, both
inclusive ' :



JOINT INSPECTION CERTIFICATE

DATE

PLACE

The undersigned have persohélly'inspected (initial)

(kindj ‘ Car,‘No.
END : REPAIRS REQUIRED NATURE OF DEFECTS
Estimated Cost
of Repairs: Labor $__ Material $ Total $
Signature | Inspector for:
Signature . Inspector for:
Signature | Inspector for:

Schedule B



SCHEDULE QF CASUALTY VALUES

The Casualty Value for a Unit payable on any quarterly rental
payment date shall mean an amount equal to the percent set forth
opposite such date in the following schedule (as the same may be
increased pursuant to Annex 1 to this Schedule C) times the amount
of $34,653.49 (being the original Purchase Price of each Unit):

TABLE I
Number of Quarterly Rental ' , Percentage of Purchase
Payment Date on Which _ ' ' Price Payable as
- Caswualty value is Paid Casualty Value
{(Number 1 being November 15, 1980) ,
1 , - 90.5010
2 90,5828
3 90.5780
4 - o 50.4827
5 : _ 90.3373
& - ' 90.0867
7 89.7527
8 89.3315
9 _ 88.8582
10 v _ 88.2898
11 : 87.6426
12 : : : 86.9130
13 . o ' - 86.1304
14 85.2647
15 : 84.3263
lé . 83.3121
17 82.2457
18 ‘ 81.1102
19 | 79.9103
20 : 78.6432
21 77.3271
22 . 75.9585
23 ' 74.5444
24 ' 73.0872
25 ' 71.5930
26 70.0675
27 68.5064
28 66.9091
29 _ 65,2743
30 63.6147
31 61.9230
32 _ 60.1981
33 ' 58.4345
34 56.6518
35 ' 54.8391

SCHEDULE C



_ NUmbér of Quartefly-Rental ‘ o Percéntage of Purchase

Payment Date on Which . : Price Payable as
Casualty Value is Paid » © Casualty Value
. 36 ‘ o R 52,9958
.37 L . : ‘ 51.1124

39 | _ - 47.2917
40 S : , 45.3394
41 ' ‘ : . 43,3430
42 : - . - 41.3337
43 ' o _ 39.2951
44 37.2264
45 35.1358
46 - _ : ' ' 33.0703
47 o - 31.0417
48 : v : 29.0530
49 . - 27.0808
50 ' ' 25.2005
51 ' 23.3814
52 and thereafter during 21.0000

any storage period



CANNEX 1 TU'SCHEDULE c

The percentages set forth in Table 1 to this Schedule C have
been computed without regard to recapture of. the Investment Credit

provided for in Section 38 and related sections of the Internal

Revenue Code of 1954, as amended. Consequently, the Casualty Value

~of any Unit suffering a Casualty Occurrence on or before the third,
- fifth or seventh anniversary of the date of October 5, 1978 shall be

increased by the applicable percentage.of the Purchase Price as set
forth on Annex 2 to this Schedule C set forth below:

Annlversary- C . Percentage of

. o - Purchase Price
Third | ~19.2308%
Fifth ‘ 12.8205%

Seventh E - 6.4103%



